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What Manufacturers Offer Retailers 
In Fixtures and Layout 


The Manufacturer’s Viewpoint 


T. DART ELLSWORTH AND HARRY STEINBERGER 


Director and Research Assistant, Research and Publications Division, 
New York University School of Retailing 








This article is based on a survey conducted by a committee of 
graduate students of the New York University School of Retail- 
ing as a part of their regular training in retail research. The 
committee members included: Mary Eileen Barry, Joann Ewbank, 
and Ana Mercedes Vidal. Sanford J. Zimmerman supervised the 
study, assisted by Richard E. Westervelt. Both Mr. Zimmerman 
and Mr. Westervelt are members of the faculty at New York 
University School of Retailing. 








Three in five manufacturers provide 
retailers with specially designed fix- 
tures, while only one in three provides 
store layout service. Most manufac- 
turers’ sell these fixtures outright and 
require retailers to meet no minimum 
standards in order to acquire the fix- 
tures. Nine in ten manufacturers sup- 
ply fixtures with their own name 
thereon and cite “brand identification” 
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as their chief reason for doing so. Four 
in five manufacturers believe that their 
fixtures are most effective in helping 
customers select merchandise, and 
three in five state that department 
stores make the most productive use 
of their fixtures. These and other find- 
ings highlight a recent survey con- 
ducted by the Research Division, New 
York University School of Retailing. 
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Conduct of Survey tively they are currently used by re- 
tailers. A follow-up survey may in- 


vestigate the retailer’s viewpoint. 
Questionnaires were sent to 370 


The purpose of the survey was to 
investigate aids in the form of fixtures 
and layout planning that manufacturers 


make available to retailers. It also manufacturers of various types of 

queried the manufacturer’s viewpoint merchandise whose plants are located in 

on the value of fixtures and how effec- most of the 48 states. A total of 105 
TABLE I 


Fixtures and Service Available 


Manufacturer Furnishes: 
— < 











Fisiures Layout Plann ing 
Product Classification ‘Yes No Yes No 
EEE cG cbs bu ke bnttsensoccccscnsss 2 — 2 — 
ee A A ean A a a 4 — 2 2 
ees 7 io foo, Tee eer en 2 2 — 3 
Camera and photographic equipment........... 1 — — 1 
Clothing—children’s wear ..............00000. 6 1 Z 4 
Clothing—men’s wear ...............0ee0e0e: 11 3 6 8 
Clothing—women’s wear ..............++e002: 11 7 5 10 
I er Ue eh sa hsb os cNiine pau e e's’ 3 1 1 3 
Cutlery and home tools....................05- 2 — 2 -- 
ES any a ee 1 2 “= 3 
Drug and medical supplies.................... 6 1 3S 3 
Ee MIND sos eb ce cccevecscvesvescess 4 1 — 4 
I A thie aeednhnaitsinnens ants _ 3 1 2 
RN Serr Pere ere ore eeeeebese 1 _ — 1 
ie Be cance ween nh ees 3 2 = 3 
GRRE SE SEE RARE BE Re eee ae ee 2 3 — 4 
ea che atenanen nd kwka 1 2 1 1 
SEE GNONINTINS on ccc ccicccccccccsccccess 1 1 _ 1 
ek i deckveienas ceed — 1 — — 
Paint and paint supplies...................... — 1 1 — 
eck ckCkddenedawhneeenese nn 2 1 — 3 
EN ee cee hac Nadi ais uke i wa nee ne ns 1 — — 1 
ec MME Disa dsckisekiid ns seledsenss ened 2 1 2 1 
REE ea Se 2 —_ 1 1 
CT MN CL URL sik ee ep Ob5 ka th nen scesses — 1 — 1 
OMT eee dn cscs thi cis cccesecetsoces 6 —_ 3 3 
EES Silos ET 2 — 2 — 
Upholstery and drapery materials............. 1 -- 1 
i icheGe ba cbdbd bss cdvedeweo es 3 1 2 2 
OE eR RN a i i och win 81 35 37 65 
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manufacturers mailed back usable re- 
plies which are analyzed and tabulated 
below. 

Asked whether they provide retail 
customers with fixtures and layout- 
planning services, three in five respond- 
ent manufacturers stated that they do 
provide fixtures specially designed to 
stock, show, and sell their merchandise, 
while one in three indicated that they 
furnish store layout planning. A tally 
of the respondent manufacturers’ avail- 
able services, classified by type of prod- 
uct, is presented in Table I. 

In Table I, the figures indicate that 
manufacturers responding to the sur- 
vey have, in the past, placed more em- 
phasis upon fixtures than upon store 
layout-planning service as promotional 
procedures. Their future plans also 
reflect their opinion that fixtures have 
greater sales value. For example, 
among respondent manufacturers not 
presently offering fixtures, one in four 
plans to do so, whereas only one in 
ten, not now providing layout service 
plans to include it in future promo- 
tional budgets. 

However, for various reasons, one 
third of the entire group of respondent 
manufacturers feel that their future 
merchandising plans should not pro- 
vide for fixture services to retailers. 
Their reasons for not providing fix- 
tures are shown in Table II. 

While most of the respondent manu- 
facturers list dates within the last five 
years as the initial introduction of their 
fixtures, there are manufacturers of 
three different product lines who intro- 
duced fixtures prior to World War II 
—fixtures for beverages, greeting cards, 
and combs and brushes. Construction 
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of the fixtures varies considerably, 
from lucite self-service units for but- 
tons to wrought iron fixtures for men’s 
dress hats. Manufactured and syn- 
thetic materials are mentioned fre- 
quently by respondent manufacturers 
and include forms of plastic, masonite, 
and plywood. Table III lists the types 
of merchandise produced by the re- 
spondent manufacturers, kinds of fix- 
tures available to retailers for the pro- 
motion and sale of these products, and 
the date each fixture was first intro- 
duced. 


Manufacturer Requirements for 
Supplying Fixtures 


Most respondent manufacturers make 
their fixtures available to all retail cus- 
tomers. Over half of the manufacturers 
do not require any retailer to meet min- 
imum standards to obtain their fixtures. 
However, one manufacturer in ten sets 
definite prerequisites before supplying 
fixtures. The latter manufacturers 
want to know, before delivering their 


TABLE II 
Why Fixtures Are Not Available 


from Some Manufacturers 


Reasons Given by Manufacturer Pdw' ed 
Too expensive to build............... 43 
Merchandise does not lend itself to fix- 
NE -o n no eoee ee ier aes 33 
Most retailers have no room.......... 20 
Most retailers require specialized fix- 
SO oe i hand wana eaccnraren tees 17 


Use of fixtures does not produce results. 17 

Most retailers do not want specialized 
fixtures ... 

RFR RUIN coos nes ncece Swe oweeed 27 


* Figures in this table and all subsequent tables 
similarly marked do not total 100 per cent since 
some respondents gave more than one answer. 











TABLE III 


Currently Available Fixtures 


Year 
Intro- 
Merchandise duced 
DEER Kanstads seek one Renew every year 
Auto accessories ...........eeeeeeeee 1951 
PE. Dus saedanbadebues ts. s8 Sx 1953 
OLS ee te Ee 1950 
SOE CEL IE OO 1939 
Brooms and mops................+065 1950 
Buttons (fashion) ................... 1953 
Buttons (staple) ...............-000. 1952 
Clothing—children’s wear ........... 1954 
Clothing—men’s wear 
Sport hats and caps..............+5- 1952 
EE RE PERT 1953 
De Pea ee ees hc babs oa soa 1950 
OT ree) OT TT Te aE 1950 
Ns lia mai 1952 
Clothing—women’s wear 
I I eR eS 1949 
A ee ree rere ee 1949 
2 had Se tae a ee 1952 
1953 
1954 
NS. cic Kih nc dsmdewsannen o voees 1954 
0 en Ts 1950 
1954 
Combs, tooth and bath brushes. ........ 1929 
(renewed frequently ) 
I 55 becanenavssadeen Renew every year 
I tI aad K6Ahdo a s0sican an 1952 
EES cob escnkeseseseeene sae 1940 
asd Sie aU Kcis ab aenesin 1952 
Medical supplies 
CE ccc d0ichebecetec 6s ss0as 1949 
1950 
| BRS eee ER ten ape rnacr 1949 
| RRR GAE a ere 1954 
ee ee ci dhe whee nied eenre 1952 
1954 
1954 
ES, cnigeehevadcdedese ove 1953 
TCO 6 a ksivescnccccewees 1951 


wn 
to 


Description of Fixture 
Background display 
Metal wall fixtures and aisle tables—blue- 
gray 
Plywood, electric lights, velveteen backing 
Self-selectors 
Wire shelves, identification panels 
Black display stands 
Wood display fixtures, panels 
Lucite self-service unit 
Counter-top dispenser—pink and blue 


Light wood, aisle counter unit, glass shelves 
and top 

Wrought iron and masonite 

Display trays 

Display trays 

Dunking demonstration—showing how gar- 
ment holds press in and out of water 


Lucite leg forms 

Lucite forms for slips, blouses, etc. 
Self-service rack 

Pantie rack 

Counter display and dispenser 
Display and self-selector 
Costumer 

Wire mannequin 


Wood, glass, plastic, and wire 

Panels with magnets holding cutlery, showing 
color, finish or material specifications 

Counter displays 

Show and floor cases 

Complete cutlery departments designed for 
retailers, gratis trial period; later sold 

Gift-container cartons used for display 

Natural wood racks 

Display rack 


Permanent floor fixtures in wood or metal 

Counter fixture 

Colored cardboard floor stands 

Display background 

Display rack showing all colors made in 
broadloom 

Shelf fixtures holding rolled carpet 

Wing fixture showing 27” x 18” 
angles 

Six-unit plastic package holder 

Floor stands in four to six colors 


carpet 


on ceameene 


Am at MB att 6 
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fixtures, that the retailer will have an 
adequate stock of their products on 
hand at all times. 

As the manufacturer of household 
supplies stipulates, ‘Retailers must buy 
at least two-dozen brooms or mops or 
one dozen of each item, as our stands 
will hold two dozen at one time.” One 
rug manufacturer, who is interested in 
seeing that stocks are sufficient at all 
times, states that his retail customers 
“must have on hand at least the basic 
minimum stock of our rugs; this is 
our only requirement.” 

A comb and brush manufacturer who 
has been supplying fixtures for the 
past twenty-five years requires his re- 
tailers to “agree to buy and display a 


TABLE IV 
Payment for Fixtures 
Per 
Terms of Payment Cent * 

Commpbebe Qeyiiett 2 600i ea Seeks 69 
DTA inion sss icn sass sei clean ane 39 
UE PN Ss co's cbt 5 Os Saeed Sccceves 10 
Refund based on volume of business.... 5 
RE Ha Gis vs oe waren d<sies-cbesaints 2 

TABLE VI 


Most Effective Store Use of Fix- 
tures, as Evaluated by 


Manufacturers 
Per 
Store Cent * 

RS OT eee eee 61 
ND sailplanes mapa rs wthice 41 
PI GUN 6 ou sw an sscavdacaveeeae 34 
Renee Peas eeerene ae 18 
MNS ce Was ba ogee aoe ba aR 16 
Se WEEE ci cro. cckedesce ners 13 
Es Sess cuuek nek kc ea eee eases 24 
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minimum amount of merchandise.” 
Another states that the retailer, “must 
carry minimum of representative 
stocks.” These are typical requirements 
manufacturers make of retailers. Par- 
tially stocked fixtures seem to be most 
undesirable in manufacturers’ opinions. 

Most manufacturers make their fix- 
tures available under complete payment 
policies, as shown in Table IV. Six in 
ten respondent manufacturers also state 
that they value the promotional advan- 
tages of fixtures highly and allocate 
definite portions of their sales budgets 
to the research and to the promotion of 
the fixtures. Most manufacturers favor 
direct selling of fixtures to retailers, as 
shown in Table V. 


TABLE V 


Promotional Techniques Preferred 
by Manufacturer 


Per 

Techniques Cent * 
SRE, nas 5s vc oaks eedewkas shes 98 
Advertising, trade and consumer....... 52 
Mail pamphlets and catalogues........ 52 
Manufacturer showrooms ............. 38 
CO CT ene es 19 


TABLE VII 
Manufacturer Evaluation of Fixture 
Usefulness 

Per 

Value Cent * 

Helps customer select merchandise.... 82 
Aids sales person in presenting mer- 

GS ec os eee ssc cuee tae anees 66 

Keeps merchandise fresh and clean.... 52 

Makes stockkeeping easier............ 48 
Assists merchandise control and reor- 

CEs cuecnisaenn ahaa tidebaedaed 43 

Signals need to replace merchandise... 22 

CFS oe ctbcks . scree a ee 39 
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The Manufacturer’s Viewpoint 


Nine in ten manufacturers who 
make fixtures available to retailers pre- 
fer to use their own names on the fix- 
tures, and over half of this group state 
that they do so in order to achieve 
brand identification. As one manufac- 
turer of well-known fountain pens ex- 
plains his reason, “Our fixture is de- 
signed specifically to display pens. 
There is no point whatever in showing 
retailer’s name.” 

However, one buckle and button 
manufacturer states that his firm uses 
no name on fixtures supplied retailers 
since use of his name, in the past, has 
led to difficulties. He says, “We have 
found that the inclusion of our brand 
name leads stores to demand our par- 
ticipation in fixture costs ; furthermore, 
many stores use our fixtures to display 
other brands besides ours.” On the 
whole, manufacturers generally specify 
to retailers using their fixtures that no 
other manufacturer’s products are to 
be displayed. The fixture itself is con- 
sidered by one manufacturer as a sales 
promotion item, for he states, “Our 
name appears on the stand not only for 
the public to see but also in the event 
that the retailers might need additional 
stands. Thus they can easily write to 
us to be furnished extra ones.” 

The promotional advantages of fix- 
tures seem to be of utmost importance 
to manufacturers who use their own 
names rather than retailers’ on fixtures. 
The manufacturer of a famous line of 
bedspreads and drapes explains the far- 
reaching future selling potential of his 
fixture: “If a retailer purchases a unit 
with the name, he will continue 
to carry the seasonal lines. We try, 








through our fixture units, to create a 
small——department within a depart- 
ment.” 

The majority of respondent manu- 
facturers believe that department stores 
make more effective use of their fix- 
tures than any other type of store. 
Hardware stores, in their opinion, make 
the least effective use. Their evalua- 
tions are summarized in Table VI. 

Manufacturers feel that their fix- 
tures are useful to retailers and their 
customers in varied ways. The most 
important values are helping the cus- 
tomer to select merchandise and the 
sales person to present it. Also em- 
phasized, however, was the usefulness 
of fixtures in keeping merchandise clean 
and assisting with stock control and 
reordering. The percentage evaluations 
are shown in Table VII. 


How Manufacturers Handle Store 
Requests for Layout Planning 


As indicated above, only one in three 
of the respondent manufacturers sup- 
ply retailers with layout-planning serv- 
ice. The most frequent method of 
handling requests for this service is 
through manufacturers’ salesmen. As 
one manufacturer of pens and ink ex- 
plains his procedure, “When one of our 
retail stores contacts either our sales- 
men or our office directly, we provide 
comprehensive layout sketches at no 
charge.” 

Another method of handling retailer 
requests for layout-planning service is 
described by a manufacturer of men’s 
dress and sport hats: “Our salesmen 
relay retail customers’ requests to our 


(Continued on page 103) 
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Customer Preference Clinics 


FREDERIC H. RAHR AND ELBRIDGE B. FOSKETT 
As told to Sallie Sewell 








Can you know in advance what your customers will want to buy in 
the forthcoming season? Will this information be in the form you 
can turn over directly to your buyers? What percentage increase 
in over-all store profits can you expect asa result? The answers to 
these and other pertinent questions are considered by the president 
and managing director of Customer Preference Clinics, Inc. 








To meet the challenge of today’s 
large-scale selling operations, it has be- 
come necessary to devise new, scientific 
procedures to handle what store owners 
formerly did personally and individu- 
ally. In meeting the challenge, how- 
ever, distribution leaders are often fol- 
lowing where the production industry 
has set the pace. In a different way, 
they are following also in the footsteps 
of earliest leaders in their own industry. 

If you delve into the business his- 
tories of any of the leading names in 
retailing—J. L. Hudson, Marshall 
Field, R. H. Macy, B. Altman, Abra- 
ham and Strauss, Sears and Roebuck, 
Montgomery Ward—you will find that 
one or both of the store owners would 
be down on the first floor every day 
near the door, greeting customers and 
calling them by name as they came 
in. “Good morning, Mrs. J. Nice to 
see you. What can I help you find to- 
day?” If the stock was on hand, it 
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would be shown; if not, an earnest de- 
sire to procure it as soon as possible 
would be expressed. 

What problems would that store 
owner be handling by his action? For 
one thing he would be doing a good job 
of public relations. He would be giv- 
ing the customer interested personal 
attention, making her feel that if her 
needs could not be met at the present - 
time, they would be met as soon as pos- 
sible in the future. He was also han- 
dling, quite simply and personally, the 
basic problems of style selection, credit, 
inventory, markdown, and turnover. 
And most importantly, he’ would be 
meeting each challenge of customer re- 
lations at it arose. 

Today, in the face of mammoth buy- 
ing and selling operations, many re- 
tailers yearn for a return to the simpler 
days of relatively small stores. Some 
actively seek this, predicting that neigh- 
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borhood shopping centers will eventu- 
ally replace the downtown department 
store. Others deny the reality of de- 
partment store problems in another way 
—by claiming that they can continue to 
make a profit (as they may have done 
during a temporary seller’s market) by 
focusing attention exclusively on hav- 
ing large stocks of merchandise avail- 
able and regarding the people who come 
into their store as just a mass of un- 
identified statistics, representing a plus 
or minus over last year’s sales data. 
Still others adopt the hopeless attitude 
of putting the blame entirely on the cus- 
tomer—the customer does not know 
what she wants anyway, they will tell 
you, so why concern yourself with her 
unpredictable and mercurial viewpoint ? 
Others simply blame the whole thing 
on the weather. 

Customer Preference Clinics, Inc., is 
predicated on a different viewpoint. 
The retail store, we believe, still serves 
an essential function in our national life. 
Customers, we believe, have determin- 
able, statistically consistent preferences 
just as they did in the early days of 
John Wanamaker or Marshall Field. 
What has changed is simply the ease of 
determining these preferences. In the 
field of distribution, business leaders 
face the challenge of changing economic 
conditions in the same way that leaders 
in the production field have already 
faced it. As usual, some imaginative, 
talented, and persistent retailers will 
meet this challenge and succeed. Others 
will withdraw—as they always do— 
when the going gets tough. Still others 
—the usual majority—will not recog- 
nize that a challenge exists until they 
have been superseded. For in today’s 


market—and particularly in the atomic 
and automation markets of the future 
—it will not be possible to strut along 
in the comfortable old ways of the 
ostrich. 


Department Store Researches Re- 
search 


One company, following the tradi- 
tion of its famous founder—the J. L. 
Hudson Company—has not tried to 
deny the importance of the customer 
point of view. But neither would ex- 
ecutives in this store accept, without 
thorough investigation, the claim of an 
outsider that the problem of under- 
standing this viewpoint could be solved. 
Thus they asked to test the validity of 
claims made by Customer Preference 
Clinics that we could tell them in Janu- 
ary what their customers would buy in 
March—in such detail and with such 
accuracy that we could substantially in- 
crease profits. Customer Preference 
Clinics welcomed the challenge—and 
the machinery for testing was set in 
motion ! 

As a research sample, Customer 
Preference Clinics interviewed J. L. 
Hudson customers in January 1954 on 
what suits, coats, dresses, and shoes 
they would like to buy for spring. Five 
major factors were considered: price, 
style, size, type of material, and color. 
Specific details were included on each 
of these five variables so that in Janu- 
ary we told store executives, in effect, 
“In March and April ‘x’ per cent of 
your customers will want suits with 
three-quarter-length sleeves and slim 
skirts, within ‘y’ price range, in ‘z’ sizes, 
and ‘d’ color. In ‘s’ sizes and ‘t’ price 
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range, the preferences will be corre- 
spondingly different.” 

Since the research itself was under 
investigation, these details were not re- 
ported to the buyers as would ordi- 
narily have happened. Instead the 
buyers went ahead, without access to 
these reports, and made spring pur- 
chases in the customary manner of the 
trade—relying, that is, upon past sales 
figures, their own observations and 
skilled judgment, the reports of market 
forecasters and fashion experts, plus 
the usual extra dash of hunch and gam- 
ble. Then on the twenty-first of March 
—the normal peak period for the spring 
assortment inventory—the J. L. Hudson 
Company research department made a 
detailed analysis of their assortment of 
suits, considering the same details that 
we had reported on in January. Spe- 
cially trained spotters were stationed 
outside the suit department to watch the 
women who shopped the department. 
Then as the women came out, the spot- 
ters asked whether or not they had 
bought a suit. Those who said yes were 
asked to go over to the customer pref- 
erence desk and report on their pur- 
chases as to the same details—price, 
style, size, type of material, and color 
(all of which could be checked, of 
course, against the actual sales record). 

When the women said they had not 
“bought,” they were asked whether 
they had “sought” a particular kind of 
suit—one that they had definitely in 
mind when they came into the store. 
If they said no, they were allowed to 
go on their way as “shoppers.” If they 
said yes, they were asked to come over 
to the desk and be interviewed—again 
on the same details of price, style, size, 
type of material, and color—which they 
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had sought but not found. Over 2,000 
women were interviewed so that we ob- 
tained an equally reliable “sought” 
sample and “bought” sample. 


Significant Sales Data 


Combining the “bought” and “sought” 
samples, the J. L. Hudson Company 
executives agreed, gave a customer 
definition of the “ideal” assortment to 
have had on the floor that day. If this 
assortment had been available, it was 
pointed out, the sales picture could have 
been very different from what it proved 
to be—with 20 per cent of those who 
knew what they wanted buying, and 
with 80 per cent walking out with their 
money still in their pocketbooks. 

Thus the store researchers had some 
very interesting data at their disposal. 
They had what we had told them in 
January about the probable customer 
preferences for spring suits. They had 
what the buyers had actually put in, and 
they had a record of what people had 
“bought,” “sought,” or failed to buy. 
By running a statistical correlation be- 
tween these various sets of data, they 
found that the buyer-selected stock 
compared to the “ideal” rate at approx- 
imately .6. The recommendations of 
Customer Preference Clinics were rated 
at .98. This latter figure, the research 
director, Lou Randall, described as “a 
negligible deviation from perfect.” * 

Further results of the testing at Hud- 
son’s revealed that where the percent- 
ages equaled or exceeded recommenda- 
tions based on the C.P.C. study, they 

1 As a result of these studies, C.P.C. is now serv- 
ing J. L. Hudson Company, Chicago; B. Altman and 
Company, New York; Carson Pierre Scott, Chicago; 


Halle Brothers, Cleveland; the T. Eaton Company, 
Montreal and Toronto. 
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sold as high as 28 per cent of the traffic ; 
where the percentages fell below our 
recommendations, they sold as little as 
8 per cent. This indicated that where 
merchandise was set up as the customer 
preference reports indicated they should 
be, sales effectiveness of the merchan- 
dise went up by over 30 per cent. 


An Untapped Source of Profit 


At this point, Mr. Norman Wexch- 
ler, division manager of Ready-to- 
Wear, made some further interesting 
observations. In a new season, he 
stated, buyers normally watch the start- 
ing assortment carefully for the first 
few days and then reorder what is mov- 
ing most successfully, overlooking the 
important fact that the original selec- 
tion was based upon little or no direct 
consultation with the customer. With 
only 20 per cent of the customers buy- 
ing, the store was thus being guided, 
in its reordering, by only 20 per cent 
of its experience, with 80 per cent go- 
ing out unchecked. In other words, any 
errors in the initial assortment would be 
compounded, and from this point for- 
ward, the store would be retailing ag- 
gressively to only 20 per cent of its 
market. This segment of the market 
would be quickly saturated, thus giving 
a possible explanation of why the very 
items which sold fast initially became 
markdowns before the season was over. 

‘But suppose, Mr. Wexchler sug- 
gested, we were guided by these studies 
and stocked some new item which 
would not have been included in our 
normal assortment but would appeal to 
at least one person out of the 80 per 
cent who walked out. That does not 
sound like much, but moving this one 
person from the 80 per cent of “unsold” 


people into the 20 per cent of “sold” 
people represents a 5 per cent gain. 
The people in the 80 per cent group, in 
other words, are pure gold. If we con- 
ceivably sell four people out of that 
group they would represent a 20 per 
cent gain. 


The Inventory Problem 


The J. L. Hudson Company research 
demonstrated, in other words, just how 
Customer Preference Clinics helps with 
initial assortment of inventory. When 
you ask the customer what she would 
like before she buys you are taking an 
advance order, so to speak—giving her 
a chance to express her desires. It is 
apparent from this that though fashion 
has some influence upon her decision, 
many other influences are at work also 
—for example, the need to live within 
her budget and gradually to evolve her 
wardrobe. She cannot change her en- 
tire wardrobe overnight. She may want 
a fashionable slim coat, for instance, 
but she may not get one if she has on 
hand a large selection of wide-skirted 
dresses. Likewise, she may want a 
black suit but she will refrain from 
buying one if she has a full stock of ex- 
pensive accessories in brown or navy. 
Only by discovering what she now 
owns, what she would like to buy, and 
the relationship between these, her 
budget, her figure, and her new “fash- 
ion” preferences, can we determine 
what she actually will buy. 

The factor of satiation also deserves 
consideration. We might ask what she 
would like to be rid of first—and she 
might speak emphatically of her old fur 
coat. This means that if her budget 
permits, she will be actively in the mar- 
ket for a new coat next year. For the 
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reaction to satiation is a strong drive 
toward something else. Similarly, if 
she is fed up with black for winter, she 
may look for pastels instead of navy 
in the spring. Thus, our picture will 
appear in a form like this: “x” per cent 
of women shoppers own blue suits from 
last spring ; of this number “y” per cent 
are satiated and will turn to another 
color ; “z” per cent will replenish their 
wardrobe with more blue this spring ; 
“d” per cent will be in the market pri- 
marily for new accessories, as they in- 
tend to wear last year’s suit for another 
season. 

Without underestimating the creative 
efforts of fashion stylists who stimulate 
trends and create appetites, we must 
remember that constantly being pulled 
from one unsatisfied appetite to another 
confuses customers and makes them 
skeptical. It is easier, as well as more 
effective, to satisfy existing appetites 
first, thus creating a condition of satia- 
tion, which leads naturally and spon- 
taneously into the desire for change. 
Thus, if we devote 80 per cent of our 
effort to satisfying existing, but still 
unsatisfied, appetites, we can use the 
profits from this 80 per cent to direct 
the remaining 20 per cent in creating 
new appetites. In this way, customer 
appetite will be maintained at a steady 
pace ahead of our capacity to produce 
and distribute. 


Markdowns and Returns 


The J. L. Hudson Company experi- 
ence shows also how Customer Pref- 
erence Clinics helps solve the problem 
of markdowns and returns. In fact, as 
a by-product of this research, we have 
suggested the adoption of the over-all 
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term “cost of correction” instead of the 
generally used terms “markdowns” 
and “returns.” In most stores buyers 
take expenses labeled “markdowns” 
and “returns” quite matter-of-factly— 
as if these were normally expected 
“acts of God” or “customer fallibility” 
that have little to do with them. The 
term “cost of correction” is likely to 
prove more challenging. 

Actually a “cost of correction” en- 
try represents the difference in point 
of view between buyer and customer as 
to what is a desirable assortment of 
price, size, style, type of material, and 
color. For this difference of view is 
represented just as much by returns 
and markdowns as by customer walk- 
outs. Obviously, we could not eliminate 
this difference entirely. If we change 
it from a 10 per cent difference to a 
9 per cent difference, however—a 1 per 
cent improvement—this 1 per cent 
equals better than 50 per cent in the 
store’s net profit. 

In dealing with factors of style, type 
of material, and color, shoppers have 
more freedom, naturally, than in mat- 
ters of size and price. But the very 
fact that women are rigidly bound by 
the size of their waistline and the size 
of their budget means that they will 
seek all the freedom possible in mat- 
ters of style, material, and color. In 
color, for instance, there are over 
10,000,000 recognizable possible differ- 
ences. Suppose 77 per cent of the 
women walk up to the color chart and 
point to a particular shade of chartreuse 
or royal blue as their favorite for a 
spring suit; this data is of compara- 
tively little value unless we know also 
how many wear size 12 and how many 
size 20—also how many prefer a slick 
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weave, how many a nubby weave, and 
in what relationship. 

The department that tries to deter- 
mine these related figures by guesswork 
is guessing, obviously, against infinity. 
What we do at Customer Preference 
Clinics is to collect our various sets of 
data and then run a cross tabulation. 
The results show, in easily reportable 
form, what the customer wants to buy, 


when she wants it, at what price, in_ 


what color, size, and type of material. 


How Our Service Works 


What our service boils down to—or 
so we were told by STYLE, The 
Women’s Wear Newspaper—is a cus- 
tomer audit. We conduct this audit by 
setting up a booth in a store and then 
devoting two-or-three-minute  inter- 
views to each customer. In this short 
amount of time we obtain 20 or more 
pieces of information regarding her 
choice of color, size, type of material, 
and so forth. Then, using specially de- 
signed IBM punch cards and automatic 
electronic equipment, we can handle as 
many as 1,000 interviews per week per 
store. No more than 3,000 interviews 
may be required for a complete audit on 
a particular item, with complete results 
made available to the store within two 
or three weeks. The collation and tabu- 
lation of this store-gathered informa- 
tion is done in our New York offices, 
where the composite of all store infor- 
mation is combined for the benefit of 
manufacturer-suppliers of these stores. 

When a store signs up for service, 
our representative in the particular city 
involved hires local people, then gives 
them the special training required to 
conduct the interviews. As many as 


three people may be hired to do the 
interviewing, with one of them assigned 
as supervisor in charge of the opera- 
tion. Then a suitable location for the 
booth is determined—a spot where 
traffic is unusually heavy but where 
selling activities will not be impeded by 
our research. 

Our equipment for interviewing cus- 
tomers consists of an ordinary desk or 
table and a large color screen displaying 
150 different colors. The specially 
trained staff interviews customers who 
pass by with a brief, carefully worded 
message as follows: 


The——company is very much in- 
terested in knowing your prefer- 
ence in (name of item) regarding 
the color, size, fabric, and style 
you want, as well as the price you 
want to pay. Only in this way can 
we have the kind of merchandise 
you want to buy in the store when 
you want to buy it. Would you 
mind answering a few questions ? 


The response to this approach is 
gratifying. The customers are not only 
eager to co-operate but sometimes pa- 
thetically surprised and pleased at the 
interest shown in their desires. One 
rather sweet, drab-looking woman 
said, “You mean the store cares what 
I would like? I thought a big store 
like——expected customers to take 
whatever they had on hand. That’s 
why I usually shop in the neighbor- 
hood.” Unsolicited comments that 
emerge during interviews often show 
that the store’s over-all policy is con- 

2A similar reaction to the lack of concern with 
their wishes—though more indignantly expressed— 
was voiced by men in a research study conducted 
last year by the New York University School of Re- 
tailing, ‘“Manhattan Male Shoppers Evaluate Store 


Service,” JournaL oF RETAILING, Winter 1954-1955, 
p. 141. 
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fused in the customer’s mind with the 
indifferent attitude of one or two over- 
worked clerks on a busy day. The very 
existence of a “customer preference 


clinic” does a useful job in correcting © 


this misconception. 

All information gathered in any in- 
dividual store becomes the property of 
that store and is never revealed to any- 
one else. The combined information on 
any group of stores, however, is the 
property of C.P.C. and may be made 
available to any C.P.C. client to help 
adjust his line more closely to customer 
preferences. Although the C.P.C. serv- 
ice is sold exclusively to one store in 
any city, information may be made 
available to stores in other cities as well 
as to mills, manufacturers, cutters, de- 
signers. 

As indicated above, customers are 
usually questioned about their previous 
purchases in an apparel line as well as 
their plans for subsequent purchases. 
In discussing the choice of a suit, for 
instance, we question about length of 
jacket, style of jacket, style of sleeve, 
collar (a choice of ten different types), 
length of sleeve, shape of shoulder, 
kind of trim, length of skirt, fullness of 
skirt, type of fabric, type of fiber, price, 
size, color (choice of 150 different 
shades). Thus we accumulate much 
more data than the average research 
organization on any project we under- 
take. Since statistical conclusions can 
be only as reliable as the ingredients 
that go into them it is our belief that the 
scope of the ingredients in these studies 
amplifies their usefulness. 

In discussing the experience of the 
J. L. Hudson Company and other 
stores, we indicated that “costs of cor- 
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rection” (our over-all term for the 
losses from markdowns and returns) 
might be reduced 10 per cent, resulting 
in a 50 per cent improvement in net 
profit. We arrived at the figures in the 
following way. 

First we investigated eight typical 
departments that ordinarily account 
for approximately 20 per cent of a de- 
partment store’s volume. These in- 
cluded: suits, coats, dresses, shoes (in 
junior, misses and women’s sizes) ; 
home furnishings (including draperies, 
drapery materials, slip covers, uphol- 
stered furniture, fabrics) ; piece goods ; 
and soft-surface floor coverings. These 
departments were selected on the basis 
of our preceding research studies as 
causing the most serious “costs of cor- 
rection” in all stores (results substan- 
tiated by the Controllers’ Congress— 
NRDGA figures of 1953). In stores 
doing an annual sales volume of 
$20,000,000 to $50,000,000, for in- 
stance, these departments usually ac- 
count for 17.7 per cent of store volume, 
22.2 per cent of newspaper advertising 
and publicity costs, 24.3 per cent of the 
sales area, 27.7 per cent of markdowns, 
and 29.4 per cent of returns. 

The average across-the-board mark- 
down in these problem departments 
was 7.5 per cent. Add to this the cost 
of handling returns to these depart- 
ments (an average of 2.5 per cent), 
and you get a combined “cost of cor- 
rection” totaling 10 per cent of net 
sales.* 

It is entirely possible to bring the 
buyer point of view and the customer 
point of view 10 per cent closer than 
they now are, provided the customer’s 


®Since 1953 these figures have become progres- 
sively worse. 
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point of view is properly obtained, stud- 
ied, weighed, and evaluated by the 
buyer before going to market. If this is 
accomplished a customer preference 
clinic should be able to help a store 
save at least 10 per cent of its “costs 
of correction,” which would amount to 
1 per cent on the total sales in these 
departments. 

Assuming that the profit percentage 
in these departments was typical of 
over-all operations (using published 
figures of American department stores 
as a guide), their net profits were 2.3 
per cent in 1953. In view of this, the 
10 per cent saving possible on reduced 
“costs of correction” would amount to 
almost 50 per cent improvement on 
net profit. And, as indicated above, 
costs can be lowered much further by 
eliminating compound errors in re- 
ordering.* 


New View of the Customer 


In summary, the J. L. Hudson Com- 
pany research substantiates the view- 
point upon which our business is based ; 
namely, that customer preferences can 
be reported in advance, with enough 
accuracy to be of real help in retailing. 

It is traditional among those in the 
trade who have gained their merchan- 
dising experience since 1937 or 1938 
to say: (1) the customer does not 
know what she wants; (2) the cus- 
tomer cannot tell you what she wants 
so that you can understand her; (3) 
she will change her preferences before 
the season gets under way ; (4) she will 

* Since these figures were published there has been 


a serious decline in the net profit figures, calling for 
drastic action. 


tell you what she thinks you want to 
hear, not what she really wants to buy. 
Let us scrutinize what is being said 
here. First, the customer does not 
know—she is “ignorant.”” And suppos- 
ing that is true—whose fault is it? Has 
all the advertising in magazines, radio, 
and television failed in its purpose? 
Second, she cannot talk so that we 
understand her. In other words, she is 
“illiterate,” or lacking in ability to com- 
municate. Perhaps so. Or could it be 
that those who have asked the questions 
have been so ignorant of her point of 
view and so wrapped up in their own 
trade semantics that they could not ask 
her so that she could understand the 
question? Third, she will change her 
mind before the season gets under way. 
In other words, she is “mercurial.” 
Perhaps that is true of individuals but 
we are talking about percentages of a 
given market. The individual may 
change but the percentage changes very 
slowly. Fourth, she will tell you what 
she thinks you want to hear. In other 
words, she is fundamentally “dishon- 
est.” Is this sincerely the retailer’s 
point of view? Does he actually think 
he can do business if the majority of 
people he deals with are dishonest ? 
Thus, according to some retailers, the 
customer is ignorant, illiterate, mer- 
curial, and dishonest. We do not think 
so. The evidence indicates that, given 
a courteous, unhurried opportunity to 
express her desires for merchandise, 
she will be patient, frank, deliberate, 
honest, and entirely understandable— 
if you will bother to learn her language. 
The results of over 150,000 interviews 
by C.P.C. suggest that retailing can 
gain much by a deliberate, scientific 
study of the customer’s point of view. 
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Small-Town Monopoly 
A Case Study 


WILLIAM T. KELLEY 


Assistant Professor of Marketing, Wharton School, University of 
Pennsylvania 


Industrial monopoly and imperfect 
competition have been subjects of con- 
tinual discussion and interest. Obser- 
vations on the decline of competition 
purportedly occurring in this country 
are usually linked to such aspects as 
the increased aggregation of financial 
power and ownership. Advertising is 
pointed to as a powerful factor making 
possible brand control, which results 
in further imperfections on the market. 
Pricing systems of various kinds (such 
as basing-point pricing) are also men- 
tioned as contributors to the situation. 


Rural Monopoly 


There is one kind of imperfection, 
however, about which little has been 
written: the kind of quasimonopoly 
that arises from circumstances of geo- 
graphical isolation and socioeconomic 
control often found in the small-sized 
rural community. 

It is interesting to note that this kind 
of monopoly has probably been declin- 
ing in modern times. It must have been 
much stronger in America prior to the 
twentieth century, when most of the 
population was rural or semirural; 
when the small market centers serving 
such areas were much more remote and 
isolated due to poor transportation ; 
and when retailing was almost exclu- 
sively in the hands of the small, inde- 
pendent merchants, rather than shared 


Summer 1955 


63 


with chain stores, mail-order houses, 
and other large-scale retailers. Ac- 
cordingly, the monopolistic elements 
present in such communities are well 
worth analyzing and studying as still 
another example of the decline of com- 
petition in America. 

Perhaps because the field of social 
science is so ubiquitous, trained people 
in the profession have failed to bring 
this question of small-town monopoly 
under analysis. By employing the ob- 
servational techniques common to the 
sociological field, the author was able to 
study such a situation at firsthand dur- 
ing one summer spent as visiting pro- 
fessor at a small liberal arts college. 
For obvious reasons, the town in ques- 
tion will be given the pseudonym “Col- 
legeville.” The reader is assured that 
such a town actually exists, as do thou- 
sands of similar small market centers 
throughout the country. The observa- 
tions made, of course, are subject to 
the usual limitations found in any case 
study: human error in observation and 
author bias. An attempt has been made 
to keep both down to reasonable pro- 
portions. 


Life in Collegeville 


Collegeville is a pleasant community 
of approximately 2,000 people, situated 
in gently mountainous country. It is 
the seat of a small liberal arts college 
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and is an agricultural collecting center 
for a number of prosperous general 
farms within a radius of several miles 
from the town. There are a few small 
factories on the outskirts of the town, 
but the factory workers constitute a 
small minority. The rest of the popula- 
tion consists chiefly of teachers and 
personnel of the college, retired farm- 
ers, merchants, and the families of 
these groups. A great number of the 
farmers in its trading area consider 
Collegeville to be the traditional shop- 
ping center for their needs, and a good 
business volume accrues to the local 
retail merchants from this source. In 
addition, the college brings a great deal 
of money into the area. Finally, much 
business is intracommunity, generated 
by the mutual purchases of the families 
of the local merchants and business 
men. 

Collegeville’s main competition for 
the retail dollar is Citytown, a manu- 
facturing community of about 50,000, 
located 20 miles away. Citytown has 
a large shopping center and offers a 
number of competitive retail stores in 
each merchandise line, including a 
small department store. Other cities 
are too remote to compete with College- 
ville stores in most merchandise lines. 
There are a number of other towns 
about the same size as Collegeville, to 
which Collegeville inhabitants could 
travel by automobile. However, the 
quality and price of offerings in such 
towns are seldom sufficiently advan- 
tageous to be competitive with the local 
stores. 

The store population of Collegeville 
is carefully adjusted to what the local 
merchants consider the most profitable 
potential of retail business. There is a 


well-defined main street, along which is 
located one each of the following types 
of retail establishments: variety (non- 
chain), general merchandise (mainly 
soft line), drug, hardware and appli- 
ance, motion picture house, dairy 
(with ice cream parlor), garage (with 
gasoline pumps and farm appliance 
agency), restaurant, dry cleaning, feed 
and farm supply, and coal-lumber-mill- 
work-ice. Only in the grocery line was 
this one-of-a-kind pattern broken. 
There were five grocery stores—four 
independent, and one small chain out- 
let of an obsolete service type. 


Means of Control 


This pattern is not the result of 
fortuitous circumstances as might seem 
to be the case at first glance. Investiga- 
tion into existing institutional arrange- 
ments revealed a very interesting form 
of trade control. All business proper- 
ties on the main commercial thorough- 
fare were owned or controlled by the 
local businessmen of Collegeville. The 
merchant group within Collegeville was 
closely integrated socially by feelings of 
responsibility and often by family con- 
nections. Local inhabitants, not mem- 
bers of the business in-group, told of 
instances in which outsiders had at- 
tempted to secure ownership or control 
by lease of business locations on Col- 
legeville’s main street, with the purpose 
of opening a competing type of store. 
In each case, the property owners had 
steadfastly refused to sell or rent their 
properties, even though the offers in 
some cases had been very attractive. 
The same sources reported that very 
strong social pressure in each case had 
been brought to bear on the property 
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owner by his merchant colleagues. The 
opinion was expressed that a kind of 
social ostracism would have followed 
any yielding to temptation on this score. 
Outsiders had been known to acquire 
property on side streets intersecting 
with the commercial section and to 
open retail establishments in competi- 
tion with those of the in-group. With- 
out exception, such stores had failed, 
usually within a relatively short period 
of time. Reasons given for this high 
mortality rate were: (1) unfavorable 
location—people “just don’t shop off 
the main street”; (2) social solidarity 
—the merchant group’s influence in the 
town’s social structure was so great 
that townspeople, at least, tended to 
remain loyal to “old Joe, the druggist,” 
or “Pete, the dry cleaner”; (3) innate 
conservatism—the farmer shoppers, es- 
pecially, were reluctant to switch from 
dealers whom they knew, and, presum- 
ably, trusted; (4) co-operation from 
the wholesale stage in the channel. 


Higher Prices in Citytown 


An informal investigation of prices 
charged by Collegeville retailers as 
compared with Citytown prices indi- 
cated that they were appreciably higher 
for most items. Surprisingly enough, 
in the one area in which one might 
expect some price competition—grocer- 


1The author observed a case of this. A college 
student with a wife and baby to support had de- 
veloped a profitable little business delivering ice and 
bottled soft drinks to Collegeville householders. He 
secured both items from the sole wholesaler of these 
articles in Citytown. When he drove up one day 
to the wholesaler’s warehouse in his Army surplus 
jeep, this young retailer was informed by the whole- 
saler that he could no longer supply him with mer- 
chandise. The wholesaler candidly admitted it was 
because of pressure brought to bear on him by the 
sole Collegeville retailer of these items. Thus was 
the neophyte retailer driven from business. 
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ies—prices were quite similar among 
the five Collegeville grocery stores. 
Generally, they were a few cents higher 
on low unit-cost convenience items than 
they were in the Citytown supermar- 
kets. For instance, the price on a popu- 
lar brand of canned tomato soup was 
15 or 16 cents a can in the Collegeville 
groceries (including the chain). Simul- 
taneously, the same item was being 
sold in Citytown supermarkets at two 
cans for 25 cents. The local cleaner 
charged $1.25 for cleaning and pressing 
a man’s suit, while cleaners in Citytown 
were offering the service at prices rang- 
ing from 89 cents to $1.00. The drug- 
gist carried only a few national brands 
of aspirin, for which he charged the 
full manufacturer’s suggested price. 
Chain drug stores were offering a 
wider choice in brands, including little 
known ones at very substantial reduc- 
tions in price. 

These instances demonstrate the gen- 
eral price pattern. The tendency was 
not to charge outrageous prices, but 
rather “manufacturers’ suggested” or 
fair-trade prices for all nationally 
branded articles which would afford 
“fair” or traditional margins. Few 
private brands were to be had on the 
Collegeville market. 

No merchant wanted to obtain the 
reputation of being a “price gouger” 
among his fellow villagers. Moreover, 
he was constantly aware that most of 
his customers were automobile owners 
who could travel to Citytown if the 
difference in prices made a rather long 
automobile ride worth the time and 
trouble. Indeed, the few dealers in big 
ticket items—the farm implement and 
appliance dealers—charged little or no 
premium over their independently 
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owned city competitors, since such a 
difference would be an obvious one to 
the purchaser. 


Customer Buying Habits 


There are a great many cases in this 
country in which price competition 
tends to be reduced due to the in- 
fluence of geographical location and 
isolation. Imperfect competition is 
heightened because of the remoteness 
of the trading area from competing 
trading areas. This may be termed 
lack of intertrading area competition. 

Patterns of behavior probably con- 
tribute to some extent to this lack of 
interarea competition. The farm fami- 
lies around Collegeville, for genera- 
tions, had been accustomed to travel 
to that market center for their supplies. 
Occasionally, they went to Citytown 
for items not obtainable in Collegeville, 
particularly for shopping goods. How- 
ever, such trips, while exciting, in- 
volved a great deal of travel time over 
roads partly congested by heavy traffic. 
They clearly preferred the shorter trip 
to Collegeville, where they often formed 
friendships of long standing with the 
merchants. They knew what to expect 
from a Collegeville shopping excursion, 
while one to Citytown always had that 
strong element of uncertainty tied up 
with less familiar patterns of behavior. 


Other Factors Limiting 
Competition 


There are also cases, probably more 
numerous than generally supposed, in 
which price competition is limited by 
the absence of intratrading area com- 
petition. The one-of-a-kind retail pat- 
tern which was found in Collegeville 
is perpetuated by such factors as: 


1. Group solidarity. There may not 
be overt collusion among the local mer- 
chants, but each is on friendly terms 
with his colleagues, and channels of 
communication are very free. More- 
over, the best commercial properties, 
as in the Collegeville example, may be 
owned or controlled by the local busi- 
ness interests. Accordingly, when com- 
petition from outside threatens, the 
group exerts strong pressure to keep 
out the intruder. When these factors 
are present to any large degree, one 
strong element of monopoly control is 
implemented ; 1.¢e., denial of entrance 
into the field. 

2. Adjustment of the retail popula- 
tion to the market. Although the author 
doubts that Collegeville retailers ever 
heard of marketing research, they 
seemed to have an innate grasp of the 
principle of adjusting the store popula- 
tion to the potential business in the 
trading area. Such expressions as 
“There’s not room for two drug 
stores” and ‘More than one hardware 
dealer would starve here’’ were heard 
whenever the merchants were ques- 
tioned on the subject. To the extent 
that lack of intra-area competition is 
attributable to intelligent adjustment of 
store population to volume potential, 
charges of monopoly lose much of 
their force. The question always arises, 
however, as to whether such adjust- 
ment is merely a by-product, incidental 
to a motivation noncompetitive in 
nature. 

3. General sentiment against price 
cutting. Merchants and even many 
townspeople expressed opinions that 
“a man has a right to a fair profit” 
and seemed to reflect a sentiment 
against price cutting much stronger 

(Continued on page 101) 
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A Neglected Market 


ROBERT K. OTTERBOURG 
Reporter, Fairchild Publications 





How much purchasing power do people in the old-age bracket 
possess? How much of this potential purchasing power is over- 
looked by today’s retailer? And how do appeals to older people 
differ from appeals to youngsters? These and other questions are 
given detailed consideration by Mr. Otterbourg. 











Retailers, do you pay attention to 
the government’s census figures or do 
you dismiss these figures as just some 
more useless statistical compilations? 
The next time population data pass 
over your desk, it might be well to 
give this material a few minutes’ seri- 
ous attention, for such study may serve 
as a guide to the future success of your 
retail operation. 

The reason is simple. There is a 
definite shift taking place in the several 
age brackets; namely, in 1937 the 
government predicts that about 34 per 
cent of the estimated 221 million people 
in this country will be over 45 years of 
age. This compares with the 29 per 
cent or 47 million people presently 45 
and over. The trend shows a per- 
centage-wise growth of 5 per cent in 
this age span during a two-year period. 
Moreover, it means one thing to the 
enterprising retailer—a new market is 
shaping up, a market that most mer- 
chants want to understand and tap. 


Summer 1955 


67 


The Mature Customer 


Many retailers, however, have not 
tallied the advantages of selling this 
market nor have they tapped its re- 
sources. Market researchers frankly 
admit that it is difficult to isolate any 
particular age group by appealing to 
age alone; nevertheless, some attempt 
could be made. One such approach, 
though tinted with euphemism, refers 
to the bracket as the “mature market” 
—a title not offensive, yet possessing a 
strong sales label. 

The purpose of this article is to dis- 
cuss some over-all merchandise factors 
affecting the 45-plus group while also 
revealing some pointers regarding the 
group’s sociological, psychological, and 
economic developments. There will be 
a division of thought throughout the 
article ; reference at times will be made 
separately to the 45-65 group and the 
65-plus group—the reference is neces- 
sary since there are many background 
differences between the two groups. 
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In understanding people 65 and over, 
it is a mistake to slight them categori- 
cally by saying, “Oh, they don’t have 
any money to spend.” True, many in 
this bracket are retired or semiretired, 
but they possess a latent potential that 
belies their occupational status. Unless 
the family is burdened by heavy medi- 
cal expenses, they have comparatively 
more money in disposable income to 
spend on material goods since the chil- 
dren are now educated, married, or at 
least self-supporting. Although many 
people over 65 are retired on modest 
incomes and pensions, government and 
private assistance in the form of in- 
creased pension allotments have _bet- 
tered their financial position. Generally 
speaking, it is believed that present-day 
progressive thinking toward retirement 
enables the retired husband and wife 
to enjoy fruitful though modest years. 

Compared to the 65-plus bracket, the 
45-65 population has additional ad- 
vantages. Likewise, the healthy hus- 
band and wife team probably benefit 
from the lessening of parenthood obli- 
gations. Together they can allot more 
money to consumer products than 
younger persons, and for the first time 
in the average couple’s married life, 
they are free to invest money in items 
they formerly could not afford. The 
family wage earner, in many instances, 
is at the height of his occupational 
earnings even though Federal Reserve 
Board figures show that peak salaries 
by age are achieved between ages 34-44. 
The mature market also finds it easier 
to borrow cash; its credit profile by 
then is well established. 

Taking the above at face value, let us 
examine several psychological tenden- 


cies found especially among the 65-plus 
population. A psychologist had this to 
say in a personal interview. He had 
found that poorer people tend to de- 
cline sooner materially than their con- 
temporaries in the middle and upper 
classes; lower classes recognize old- 
age signs earlier and are more readily 
adaptable to the age change while other 
social levels attempt to resist the 


change. The manifestations are noticed - 


especially in dressing habits, where 
there is little or no interest in grooming 
and clothing. On the other hand, 
wealthier people wear snappier and 
oftentimes pretentious garments. Simi- 
larly there is a trend among wealthier 
persons to set a fashionable pose, as 
witnessed by the “men of distinction” 
type of advertisements promoted by a 
liquor distiller. The gentlemen high- 
lighted are middle-aged or older and 
professionally successful; their dress 
blends these distinctions into a con- 
servative yet “classy” appearance. 

According to the same psychologist, 
the above are inner symbols commonly 
found among older persons—a “natu- 
ral” part of the maturing process. 
Merchants, especially fashion retailers, 
could take a hint from this psycholo- 
gist by realizing that the older people 
in their community want clothes that 
make them look successful and youth- 
ful, plus other characteristics that offset 
their years. 


Hobbies Important to the Plus-65 
Group 


Retired persons offer another field 
ripe for development. Increased leisure 
leads to hobby development and other 
avocational pursuits that, in many 
cases, require special equipment and 
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gear. For those not inclined toward 
hobbies and the current do-it-yourself 
craze in home and gardening, there are 
more sedentary pursuits such as “tele- 
viewing,” or watching of television. 
Television has the same popularity 
among the older set as the movies. 
Visit a neighborhood theater any week- 
day afternoon ; no matter what film is 
being presented, the audience will be 
filled with retired men and women who 
try to “kill” the long afternoon. This 
could be interpreted negatively ; how- 
ever, many oldsters do not know how 
to entertain themselves or have the in- 
clination. Television appeals to this 
market and thus retailers should ex- 
plore the plus-65 bracket as a latent 
television sales area. 

Likewise, merchants could establish 
free do-it-yourself clinics for people 
over 50 years of age, with the emphasis 
on teaching various do-it-yourself 
skills; the end result might open new 
sales vistas, for once a skill is developed 
the novice might want personal tools 
and equipment. 


Different Interests of the 45-65 
Group 


In the 45-65 age group, most people 
are occupationally active, with little or 
no desire to spend the day watching 
television or puttering around with do- 
it-yourself equipment. In one publica- 
tion, market experts reported the fol- 
lowing : 

Certain sections of the older mar- 

ket offer excellent opportunities 

for sales of big-ticket items. It is 
in the middle-age period that many 
families find their homes have sud- 

denly become shabby and that a 

complete job of replacement is 

desirable. This type of demand 
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may well assume increased im- 
portance in the next few years 
when the number of young people 
of marriageable age reaches its low 
point, thus curtailing temporarily 
the market for household goods re- 
quired by new families. 

A segment of the market for 
consumer durables which may not 
have been thoroughly exploited is 
composed of workers during the 
five years or so prior to retirement. 
Knowing that their incomes will 
shrink permanently after they stop 
working, many of them are likely 
to be in the market for new cars, 
homes, and furniture which will 
meet the special needs of their 
new way of living and will last 
throughout their retirement period. 


According to a study of the mature 
market’s buying habits made by Life- 
time Living, consumers looking for 
furniture and appliances purchase for 
several reasons. Even though this por- 
tion of Lifetime Living’s survey is re- 
stricted to hard goods, the thinking is 
applicable to most other ticket items. 
The reasons are: (1) want and can 
now afford better quality ; (2) develop 
liking for modern furniture; (3) old 
items are worn out; (4) increase in 
purchasing power; (5) greater desire 
for ease in housekeeping; (6) gave 
old homes to children; (7) sold on re- 
placements by advertising. 

Of these seven points, perhaps the 
last—‘‘sold on replacements by adver- 
tising’”—is the least understood by both 
manufacturers and retailers alike. 


Older People Neglected in Adver- 
tising 
Another publication, Western Ad- 
vertising, recently had this to say: 


Glance through any current peri- 
odical and look at the men and 





70 


women who populate the adver- 
tisements. More than nine out of 
ten shown rubbing in scalp tonics, 
brushing teeth, urging you to 
smoke a favorite brand of ciga- 
rettes, cigars, or even pipe tobacco ; 
extolling cravats, shoes, or sun- 
glasses; operating toasters, cars, 
washing machines, or typewriters ; 
sipping coffee, liquor, or tea; eat- 
ing bread, tuna, or soup have one 
thing in common, They are all 
young, handsome, smiling crea- 
tures who have yet to reach their 
thirtieth or, at most, their fortieth 
birthday. 

Advertising, one would think, 
should be the first to reflect cur- 
rent trends, yet no one who scans 
newspaper and magazine advertis- 
ing columns, billboards, or car 
cards would guess that our popula- 
tion is rapidly aging. .. . Pre- 
sumably those past 40 or even past 
50 or 60 also eat, drink, and 
smoke. Fading complexions re- 
quire skin fresheners even more 
than the glowing tans of the 
young ; white hair needs a tonic as 
often as the golden tresses of 
models in the ads. Although they 
bypass Bikinis, the older people do 
purchase hosiery, gloves, collars, 
footwear, lingerie, and other ap- 
parel, even as their younger con- 
temporaries. Probably they buy 
more furs, health foods, drugs, 
jewelry, eyeglasses, and kindred 
commodities—although complete 
statistics are lacking. Some even 
drive cars! (Often, in fact, more 
luxurious cars than their sons and 
daughters can afford.) Conceiv- 
ably they travel as much, or more, 
than younger people and engage 
more expensive accommodations. 
Yet they are seldom considered 
worthy of a bid for attention by 
copywriters whose advertising 
campaigns promote air, railroad, 
or steamship travel. 

If an illustration of an older man 
or woman does occasionally ap- 
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pear on the display side of the 
magazine page it is likely to pic- 
ture the southern planter with 
white moustaches and mint julep, 
who is supposed to know good to- 
bacco, or a stereotyped “Mom” 
with white hair in a bun, steel- 
rimmed glasses, or a checkered 
apron, sponsoring some kitchen 
product. 

Where are the normal, every- 
day businessmen, clubwomen, 
mothers, and fathers of 40 and up- 
ward that we are accustomed to 
meet daily in real life? . . . When 
we find a silverware advertise- 
ment depicting a charming white- 
haired hostess; a tailor advertis- 
ing ‘“‘perfect styling so essential 
to the dignity of the mature fig- 
ure”; a tour offered to “seasoned 
and discriminating connoisseurs” 
we know that such bids for the 
patronage of those past forty are 
not only helping to build a loyal 
following among the ever increas- 
ing number of older men and 
women, but they are helping to 
create a pleasing aura about age 
itself. In short, they are selling a 
new attitude toward age. 


Contradictory Views 


Countering this sharp attack on ad- 
vertising, several advertising execu- 
tives and students of the mature market 
categorically declare that the mature 
market’s needs are approximate with 
the remaining citizenry. 

A consultant on services to the aged 
said chances are the oldsters’ market 
in the clothing and home-furnishings 
fields might be an illusion, that maturer 
people, as long as their health lasts, 
like nearly the same things as everyone 
else. This source noted that architects 
advise that housekeeping and cooking 
appliances be placed at arm or shoulder 
level, a good idea for young house- 
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keepers too. Persons in all age brackets 
desire extra conveniences and _ less 
stimulus to home injury. 


Merchandising Geared to Older 
Market 


Kenneth Gray, advertising director 
of the Jeurnal of Living, tempers the 
above thinking with this example from 
the automotive industry: “Power 
steering,” he asserted, “is enjoyed by 
young and old alike. For the young- 
sters it is strictly a driving convenience 
while for their parents it is a key to 
healthier auto conditions; heart strain 
among older people is reduced with 
power steering, a health problem rarely 
existing among 20-year-olds.”’ 

Along this same line of thinking, the 
American Heart Association recom- 
mends a model kitchen to people with 
heart trouble. The A.H.A. suggests 
appliances and other home gadgets 
that remove the strain for heart suf- 
ferers ; though it concerns itself princi- 
pally with the prevention of heart 
disease, the A.H.A.’s recommendations 
are of interest to most homemakers 
over 55. 

Lewis and Conger, a New York spe- 
cialty store, operates a department 
fashioned for persons in search of ways 
to relax. Items merchandised are 
geared to the department’s over-all 
theme—successful relaxation. Natu- 
rally much of the furniture sold here 
is of use to younger persons or those 
people whose health requires special 
attention but, in the main, most cus- 
tomers are in the 45-plus group. They 
look for comfort opportunities not 
found in most furniture pieces. The 
furniture, however, is too specialized 
for the average home-furnishings store 
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or department to stock. Inventory 
turnover is slow, and it is difficult to 
sell. 

In addition, certain types of reclin- 
ing chairs are not suitable to persons 
suffering from heart disease and other 
ailments. A store carrying therapeutic 
furniture must caution its sales force 
about retailing merchandise that might 
not be helpful to the customer’s physi- 
cal defect. Furniture suggested for the 
mature market includes: a Waikiki 
lounge that adjusts automatically by 
shifting the weight of the body, a leg 
stool to be placed in front of any stand- 
ard chair, contour and reclining chairs. 

Electric blankets could also be readily 
sold to this market. Although many 
older persons are hesitant about pur- 
chasing an electric blanket, retailers 
could overcome reluctance by simple 
salesmanship; merchants would reap 
favorable results if they accented the 
safety and other beneficial features of 
electric blankets. 

General Electric, through its air- 
conditioning division in Bloomfield, 
N. J., forecasts the needs of the mature 
market. G.E. expects that the 29 per 
cent of the population 45 years and 
older will purchase about 50 per cent 
of the heating and cooling units it 
sells in 1955. Air-conditioning units 
and all types of heating units are popu- 
lar with these people. Doctors say that 
as people become older they become 
more sensitive to changes in weather. 
In addition, ventilation devices of all 
types serve other purposes—they keep 
the home cleaner, make sleep easier 
and quieter. 

The entire appliance industry plays 
into the hands of the mature market. 
Many people in this age class look for 
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gadgets and goods that will ease house- 
keeping while others are “appliance 
hungry.” They enjoy using electric 
items since they are novelties. Others 
who did not own appliances when they 
first married purchase them in abun- 
dance in later years. Magazine articles 
entitled “How to Better Your Bed- 
room,” “Those New Chairs for Re- 
laxation,” “Your Outdoor Living 
Room,” and “Making the Most of 
Your Bathroom” are printed with an 
eye toward helping the 45-plus reader- 
ship decorate their homes. Retailers, 
in turn, could do the same thing. They 
could show customers how to outfit 
various rooms for mature living. Mer- 
chants recognize this replacement mar- 
ket, but many times they are overzeal- 
ous in their endeavors to attract the 
young married couples. They feel that 
the younger bracket offers many more 
years of potential buying power while 
the older citizens, even though they are 
wealthier, do not have as many buying 
years ahead. 

In the field of soft goods, it is more 
difficult to obtain as detailed a picture 
as is possible with home furnishings 
since most manufacturers do not under- 
write or have the finances to support 
exhaustive market research programs. 
This deficiency need not backfire on 
soft goods manufacturers since their 
operations, unlike big-ticket producers, 
can be geared to a narrower or more 
specific market. 


Garment Manufacturers Neglect 
Older Market 


For instance, there are many gar- 
mentmakers who tailor clothes for the 
tall, thin, maternity, and other particu- 


lar needs. Several years ago one survey 
revealed that no manufacturer of 
women’s clothes turned out, in quan- 
tity, dresses with a single zipper from 
the top of the shoulder to the hem of 
the skirt. Older women are not as 
flexible as their children; they require 
clothes that can be zipped on and off 
easily, the report concluded. 

As previously mentioned, older peo- 
ple are more sensitive to colder 
weather, meaning they favor items like 
long underwear, woolen socks, and 
warm winter clothes. Furthermore, 
several studies by the Department of 
Agriculture reveal that where eight 
out of ten men under 30 own sports 
shirts, only four out of ten over 55 do. 
Older men are not as likely as younger 
men to own extra slacks. ‘They own 
fewer suits, and sometimes report they 
bought their last suit to wear to a 
funeral. 

In 1945, Lord and Taylor, New York 
department store, opened a special sec- 
tion; it visited manufacturers and 
asked them to design styles and sizes 
for older women. Lord and Taylor’s 
vision paid off, but skeptics ask why 
more stores do not do the same; why 
is there not a Lane Bryant type outlet 
that sells to the mature market as Lane 
Bryant does to the maternity trade? 


Food and Pharmaceutical 
Producers 


If soft- and hard-goods retailers and 
manufacturers neglect the mature mar- 
ket, the food and pharmaceutical pro- 
ducers are not derelict. Printers’ Ink 
said this in a recent study: 


(Continued on page 103) 
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Dr. Henry Pasdermadjian 


DEREK KNEE 
International Association of Department Stores, Geneva, Switzerland 


Dr. Henry Pasdermadjian, a leading 
retail authority, with world-wide influ- 
ence, died last year at the age of 50 in 
Geneva, Switzerland. For 18 years he 
had been General Secretary of the In- 
ternational Association of Department 
Stores, a society for management re- 
search, with headquarters first in Paris, 
later in Copenhagen, and in recent 
years in Geneva. 

Dr. Pasdermadjian liked to say of his 
work: “My job is to provide depart- 
ment store management with a new di- 
mension. I am the manager of an extra 
function in each of the firms for which 
I work, the function in charge of the 
future.”” With this underlying philoso- 
phy he demonstrated the value of a 
scientific approach to large-scale retail- 
ing and to business generally, empha- 
sizing continually that scientific tech- 
niques can succeed in business only if 
they take into account the economic 
and social factors that created the en- 
vironment in which they are applied. 
Tirelessly he stressed the need for 
long-term policies and perspective in 
management. 


Cosmopolitan Background 


Since he was both engineer and 
economist by training Dr. Pasdermad- 
jian’s approach to operating problems 
was very different from that of most 
business executives. Through his aca- 
demic studies and his later practical 
experience, he acquired an exceptional 
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knowledge of economic research and 
scientific management, which he was 
able to apply to the varied problems of 
the department store. By his cosmo- 
politan background, his wide view of 
historical and social trends, his flair 
for languages, and his tact and pa- 
tience in negotiation—which showed the 
Asian rather than the European—he 
was the ideal guide and sponsor of an 
international organization. 


Varied Publications 


Because of the nature of the Inter- 
national Association of Department 
Stores with its limited membership, 
some of his most valuable work has 
never been made available to a wider 
public. He was, for example, the au- 
thor of seven association handbooks, 
written when the war curtailed much of 
the association’s normal activities; 
these remain probably the most com- 
prehensive guides to department store 
management ever compiled. In fact, 
there was virtually no retailing prob- 
lem that he had not studied and written 
about for the benefit of the association’s 
members. 

After the war he was responsible for 
a change in the association’s policy 
that made more of its work and ex- 
perience available to outside circles. 
He rarely refused a request for in- 
formation and help from any university 
or research organization and was espe- 
cially proud of the cordial relations he 
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had been able to establish, among 
others, with the New York University 
School of Retailing, the School of Re- 
tailing of the University of Pittsburgh, 
and the Prince School of Retailing of 
Simmons College, Boston. He col- 
laborated closely with the Commission 
on Distribution of the International 
Chamber of Commerce, of which he 
had been a member since 1937, and the 
European Productivity Agency of the 
Organization for European Economic 
Cooperation in Paris. In 1953, to his 
great delight, he was nominated to the 
Hall of Fame of the Boston Confer- 
ence on Distribution. 

At the same time he had published 
works on a variety of topics in several 
languages. He may well be remem- 
bered longest for his remarkable study 
of organization structure, The Manage- 
ment of Large-Scale Organizations (Le 
Gouvernement des grandes organisa- 
tions), published in Paris in 1937, but 
unfortunately never translated into 
English. English-speaking readers 
know him best as the author of two 
works on retailing, Management Re- 
search in Retailing—the International 
Association of Department Stores 
(London, 1950) and The Department 
Store—Its Origins, Evolution and Eco- 
nomics (London, 1954), in both of 
which he acknowledges his great debt 
to American ideas and practices. The 
first part of this last work is a good 
example of the historical approach 
that he favored; the second part is a 
provocative analysis of the future of 
the department store, which, he con- 
cluded, is still facing the basic problem 
it has had throughout its history: how 
to reconcile industrial organization with 
personal service. 


His knowledge of, and affection for, 
the United States was profound, and 
his American acquaintances sometimes 
found it difficult to realize that he was 
rot permanently resident in their coun- 
try. One of his friends from Boston 
likes to recall how Pasdermadjian in- 
formed him in Switzerland that the 
Braves were leaving Boston to go to 
Milwaukee at a time when most of 
Boston had not yet heard the news! 

He made the first of several visits to 
the United States soon after World 
War I while his father was representa- 
tive in Washington of the Armenian 
Catholicos and later Minister in Wash- 
ington from the short-lived Armenian 
Republic. He studied at Columbia Uni- 
versity, New York, between taking 
degrees at the Federal Polytechnic in 
Zurich and at the University of Gre- 
noble, France. He visited the United 
States again in 1938 in order to speak 
at the Boston Conference on Distribu- 
tion and to make an extensive study 
tour of American stores. He deserves 
much of the credit for the introduction 
and adaptation of American ideas and 
techniques into European stores, par- 
ticularly such matters as functional or- 
ganization structure, departmental ac- 
counting, the retail inventory method, 
and the standard expense classification. 
His paper on American department 
store organization, written in 1938, re- 
mains a model of its kind, and is still 
frequently referred to by European 
retailers. 

He particularly admired the close 
and cordial relations existing in the 
United States between business and 
the universities and did his utmost to 
encourage similar relations in the vari- 
ous European countries in which he 
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worked. In this respect his own posi- 
tion was, for Europe, unique, since he 
was at the same time head of an asso- 
ciation of retail enterprises and pro- 
fessor at the University of Geneva, 
specializing in industrial organization 
and accounting. He had been associ- 
ated with the University of Geneva 
since 1933, having started there as a 
lecturer in business economics and re- 
turning in 1950 to take charge of a 
course of study. 

Since 1929, when he became research 
assistant at the International Institute 
of Scientific Management in Geneva, 
he had been prominent in the scientific 
management movement, making contri- 
butions to the International Manage- 
ment Congresses in London in 1935 on 
production control for the manufacture 
of new products, and in Washington in 
1938 on developments and trends in 
administrative management. For many 
years he was a member of the Swiss 
National Committee for Scientific 
Management. 

In his work for retail management 
he was happiest and had most influence 
working at the level of top management, 
dealing with such questions as policy 
determination and control, or problems 
of organization structure. He devoted 
special attention to the separation of 
buying and selling in department stores, 
believing firmly that American stores 
could learn much from European ex- 
perience—contrary to the usual flow 
of ideas. His writings on top manage- 
ment, on the organization of the sales 
function, on the job of the buyer, on 
the position of the personnel function, 
and on executive selection and develop- 
ment will not easily be superseded. His 
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remarkable talent for synthesis enabled 
him to set out clearly and forcibly a 
large number of apparently contra- 
dictory ideas, gleaned from various 
sources and blended into a coherent 
whole in which certain fundamental 
principles at once became apparent. 


Predictions for the Future 


The last paper he wrote for the 
Association was called, “Some Trends 
with a Bearing on the Future of the 
Department Store,” which, as he said, 
were “mainly based on the assumption 
that European consumption levels and 
habits will move, in the 20 years to 
come, in the direction of the present 
American consumption levels and 
habits. This is an evolution which has 
taken place for several decades, but has 
been precipitated since the war period 
of 1940-45 by an action of imitation 
and by the acceleration of the process 
of mechanization, industrialization, and 
organization.” 

This work drew attention to probable 
changes in population, standards of liv- 
ing, income distribution, consumer ex- 
penditures, and buying habits of the 
future. He forecast that a number of 
trends now visible in department stores 
would become more important, such 
as the trend toward taking trade to 
the customer, toward a skimming of 
the assortment, toward price differen- 
tials corresponding to service differ- 
entials. Further predictions included 
the further development of credit sales, 
the growing intervention of manufac- 
turers in the field of distribution, the 
growing intervention of large-scale re- 
tailers in the field of wholesaling and 
manufacturing, progress in the mecha- 











nization and automatization of the 
means of recording and control. Also 
on the increase, he said, would be the 
trend toward a transfer of, and substi- 
tution for, commercial skill by means 
of more developed organization, pre- 
conditioning, and so on. 

Despite the severity of his last ill- 
ness, Dr. Pasdermadjian worked until 
shortly before his death on a full-length 
study of the effects of organization and 
scientific management on industrial de- 
velopment under the provisional title 
“The Second Industrial Revolution.” 
He planned to lecture on the same 
theme at the University of Geneva. 
This was to have been followed by a 
further work dealing with the probable 
effects on industry and commerce of 
the new techniques of applied elec- 
tronics, cybernetics, and automation. 
For several years he had also planned 
a new trip to the United States but ill- 
health finally forced him to abandon 
the idea and to devote his remaining 
energies to writing and lecturing. 


Biographical Data 


Henry Pasdermadjian was born in 
Tiflis, the son of two great Armenian 
patriots who had led the resistance of 
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the Armenians of Tiflis against the 
Tartar terrorists in the early years of 
the century. He played an active part 
in defending the Armenian cause before 
the League of Nations after World 
War I. He was known and respected 
by Armenians everywhere, in Boston 
and San Francisco as well as in Geneva, 
Paris, and Cairo. His History of Ar- 
menia, written almost without recourse 
to documentation while he was im- 
prisoned in a concentration camp dur- 
ing the German occupation of Den- 
mark, was published in Paris in French 
in 1949 and has become a standard 
work on the subject. In 1949 he also 
published in Boston An Outline of the 
Economic History of Armenia. 

Those of us who worked closely with 
him for many years know how proud 
Dr. Pasdermadjian would have been 
to know that his name and work are 
being remembered, as they now are, 
in the United States. He who devoted 
so much of his life to demonstrating 
the value of international co-operation 
and making it work, has left to his 
successors the task of continuing such 
co-operation, particularly among those 
who work in the same field in Europe 
and in the United States. 
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Shopping Centers and Local 
Government—Collision 
or Co-operation? 


GORDON H. STEDMAN 
Senior Business Consultant, New York State Department of Commerce 





regional shopping center. 





This is the second of three articles dealing with that peculiarly 
American phenomenon, the regional shopping center. The pre- 
ceding chapter traced the rise of shopping centers in response to 
population influx and the various steps incident to planning a re- 
gional shopping center. The present article is concerned with areas 
of possible collision or co-operation between center sponsors and 
public authorities; the concluding installment will deal with zonal 
economic effects occasioned by the location and operation of a 








In recent years, certain downtown 
merchants have been arguing loudly 
about the “new” principle of self- 
service and open display—or putting 
merchandise where customers can get 
at it. It has been aptly said that, simul- 
taneously, the more astute merchants 
have been engaged in putting their 
entire stores where customers can get 
at them—in suburban shopping centers. 
Their aim (to provide convenient one- 
stop shopping in an atmosphere replete 
with amenities) has not been accom- 
plished without travail, however. 

To open a regional shopping center 
requires detailed, scientific, knowledge- 
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able, comprehensive, careful planning. 
Arthur Rubloff, for instance, spent 
$100,000 and ten years solely to as- 
semble plots for his “ideal site” shop- 
ping center. An account of his plan- 
ning appears in the first article of this 
series, “The Rise of Shopping Cen- 
ters,” which appears in the Spring 
1955 issue of the JouRNAL oF RETAIL- 
ING. 

In this article we shall consider 
briefly what may happen when drawing 
board concepts encounter the practical 
—and particularly in those shadowy 
areas where the efforts of private 
business (as exemplified by a shopping 
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center builder) are complemented or 
checkmated by the action of local gov- 
ernmental officials. One might assume 
that public authorities are in no position 
to negate the creation or even hamper 
the development of a project so mag- 
nitudinous as a regional center. Such, 
in fact, is not the case. The wise pro- 
moter will exert his every effort to 
ameliorate relations with local govern- 
ing bodies, for it is only through their 
co-operation (plus public acceptance ) 
that his operation will succeed. Let us 
consider some _ practical instances 
wherein the efforts of center planners 
have encountered the pubiic domain, 
sometimes emerging successful, some- 
times not. 


Zoning for Shopping Centers 


Zoning presents a primary area of 
potential conflict between center pro- 
moters and the locality, particularly 
where economy dictates the acquisition 
of site acreage in an undeveloped rather 
than built-up areas. These tracts may 
be variously zoned as unimproved 
farmland, residential, and so forth, but 
it is infrequent to find them already 
zoned commercial. The center pro- 
moter must then appeal to local zoning 
authorities to rezone the area for com- 
mercial purposes—an action not always 
regarded favorably by local residents, 
who may prefer semirural charm to 
rapid commercial development. 

How to influence the local zoning 
board to react affirmatively toward the 
commercial is a problem that will never 
be fully resolved. The age-old system 
of making a concession and then sug- 
gesting a quid pro quo seems to work 
as well in the field of center develop- 
ment as in other areas of human rela- 


tions. Theodore Potts, owner and de- 
veloper of the Princeton Shopping 
Center, for instance, at first faced pub- 
lic opposition. In order to conciliate 
the local zoning board as well as his 
North Harrison neighbors, he made 
an outright gift of nine acres to the 
Town as a public park. It was designed 
not only to enhance the beauty of this 
residential section but also was so 
located and shaped as to enclose the 
proposed shopping center on three 
sides. In this same connection, the 
sponsors called in leaders of local opin- 
ion as “consultants” upon building de- 
signs and landscaping. As a result, a 
decision was mutually arrived at to 
plan for a chain of low buildings, ir- 
regularly grouped, with every effort 
made to blend the center into its resi- 
dential setting. Local opposition was 
thus minimized by emphasis on the 
mutuality of interests. 

Another illustration of sponsors 
working harmoniously with zoning 
boards appeared in the case of the 
Cameron Village Shopping Center. In 
Raleigh in 1948, J. W. York was fortu- 
nate in obtaining 200 acres of the 
Cameron estate, which had hitherto re- 
mained in family hands almost un- 
changed for 100 years. York and his 
partner, R. A. Bryan, were eager to 
create a development which would not 
only be integrated but would become 
an asset to one whole section of the 
city. They were able to obtain the full 
co-operation of both neighbors and 
town officials by virtue of skillful 
handling and admirable proposals for 
landscaping. They first requested a 
zoning change to convert this particular 
acreage from residential to retail and 
thereafter an increase in density from 
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the existing limit of six families per 
acre to as high as 30. The latter was 
for the purpose of providing potential 
consumers in tenant apartments ad- 
jacent to the proposed shopping center. 
Bryan and York convinced local off- 
cials that this would boost the buying 
power available for the new stores in 
the center, which would, in turn, at- 
tract more tenants (and/or residents) 
and would mean more taxes, and so 
forth. They also pointed out that were 
the Cameron estate to fall into the 
hands of building speculators, the en- 
tire acreage might well develop into 
a section of jerry-built homes with a 
consequent depression of other residen- 
tial values in the area. By agreeing to 
these prudent zoning changes, local 
officials evidenced their foresight by 
moving to protect the neighborhood 
from future commercial or residential 
blight. 

Dealing with local officials often re- 
quires more negotiations than one 
would gather from reading newspaper 
accounts. It was announced in March, 
for example, that the new Jordan 
Marsh $10,000,000 regional develop- 
ment north of Boston had met with 
favorable rezoning action by the Pea- 
body City Council. Omitted from the 
announcement was the fact that this 
action, according to the press, came 
only after ‘“‘weeks of hearings” before 
the Council and City Planning Com- 
mission. And final plans cannot yet 
proceed rapidly before another step has 
been taken—meeting with the Depart- 
ment of Public Works regarding “safe 
and adequate access and egress to and 
from public highways.” These are 
necessary delays while the sponsor ne- 
gotiates to reach a mutually satisfac- 
tory conclusion. 
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It would seem that zoning boards, 
composed as they are of locally oriented 
human beings, would vary in their re- 
actions from community to community. 
A nationally known shopping center 
builder claims, however, that this view- 
point does not coincide with his own 
experience. He has found a consistent 
variation in the behavior of zoning offi- 
cials in accordance with regions. In the 
East, he says, the boards are “largely 
governed by political expediency” 
whereas zoning for shopping centers in 
states more to the west is easily ob- 
tained because zoning boards there are 
more “promotion minded.” 

With the outward migration from 
city to suburban areas, the wisdom of 
written zoning laws has become in- 
creasingly apparent. Some states have 
taken the lead in helping steer localities 
away from the historical practice of 
voluntary zoning on the grounds that 
short-range planning is apt to be “hys- 
terical.” Massachusetts, as one ex- 
ample, makes no attempt to interfere 
with home rule but makes available a 
basic formula for town planning that 
could be adapted to local needs. 

Whether zoning is of a voluntary or 
a more formal character, a center pro- 
moter will find two opposing schools of 
thought—one pro- and one anti-de- 
velopment. Interestingly enough, the 
move for increasing the minimum size 
of building lots has been led by the new 
arrivals in dormitory towns. They 
want to protect rural or colonial charm 
by such measures as increasing the 
number of lots to one acre, forbidding 
trailers, restaurants, gravel pits, etc. 
They also have led the fight against 
municipal water systems on the theory 
that if individuals continue to drill 
their own wells (as they now do), there 











80 JOURNAL OF RETAILING 


is no need for a municipal water sys- 
tem. If there is no municipal water no 
major developments (such as shopping 
centers) will come in. Curiously 
enough, it is the other camp of older 
residents who are most mindful (be- 
cause of the necessity for new school 
construction) of the need for revenues 
to meet a rising tax rate. 


Zoning—Case Histories 


Two further examples of a zoning 
clash may be of interest. In 1953 a cer- 
tain shopping center developer an- 
nounced his intention of buying a 
large tract of land on the far side of 
a river from several small communities 
and a large city—each locality having 
a distinct business district of its own. 
Near the site, a new bridge was being 
constructed that would lead toward the 
heart of this populous area. Certain 
of the established business interests, 
not relishing the prospect of added 
competition from a nearby shopping 
center that could provide ample free 
parking, made their feelings known to 
the town zoning board, which was then 
considering the appeal from the shop- 
ping center sponsor for rezoning the 
tract from residential to commercial. 
In the meantime, after it had been an- 
nounced that a contract for sale of the 
land had been signed, the state stepped 
into the picture, claiming that the tract 
rounded out adjacent property which it 
was developing for other purposes, that 
it needed the land, and that, if neces- 
sary, it was prepared to use condemna- 
tory powers. 

While public attention was centered 
on the noisy charges and counter- 
charges being made by the three princi- 
pals, the developer quietly turned else- 


where and bought (from the county 
chairman of a political party) another 
tract of land, fairly near the former 
site but in a different town. Promotion 
for his new development announced 
that it would include not only a shop- 
ping center but a one-room motel as 
well as eventual land usage for resi- 
dential purposes. At this point, some- 
one uncovered the fact that approxi- 
mately 40 per cent of the new tract 
which fronted on the river was below 
flood stage. Reference to the planning 
director of the town brought forth the 
statement that local building codes 
would be strictly enforced as they ap- 
plied to any new structure—meaning 
that the flooring must be far enough 
above sea level to conform with flood 
level requirements, a project that the 
local newspaper dryly noted “would 
require considerable fill.””. From an ob- 
jective viewpoint, it would seem that 
several public and private interests have 
successfully checkmated each other 
here, each working at cross-purposes 
until the entire project is in a doubtful 
stage due to lack of co-operation at 
the local level. 

A final illustration of the necessity 
for skillful maneuvering by a center 
promoter in his zoning relations with 
a locality appears in another case 
history. A small operator on Long 
Island approached his town board with 
a rezoning proposition that would 
permit him to build a small shopping 
center. It would appear that the 
board’s decision was strongly influ- 
enced by the presence of several mer- 
chants as board members. While not 
formalizing its judgment, the board 
(apparently deciding to foreclose fu- 
ture competition) let it be known that 
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it would plan to limit shopping centers 
in the town to one only. 

At this juncture, a syndicate that 
had been quietly investigating property 
in the town publicly announced its in- 
tention to buy a fifty-acre site for a 
$6,000,000 development. This placed 
the board in an uncomfortable dilemma 
(of its own making) since to this point 
it had been thinking only in terms of 
small neighborhood clusters. The syn- 
dicate moved wisely, not by fighting the 
board directly but by enlisting public 
support for its large shopping center 
in terms of the benefits that would 
accrue to the town and its residents. In 
due time public pressure was felt, and 
the town board saw fit to permit a re- 
zoning without a restrictive indenture. 
This procedure evidenced adroit han- 
dling by the shopping center develop- 
ers, but little imagination is needed to 
perceive that this situation might easily 
have been mismanaged—and the center 
project scuttled. 


Center Facilities of a Public 
Character 


Turning from the primary question 
of zoning, what are some of the other 
areas wherein the shopping center 
sponsor, builder, or operator may en- 
counter the public domain? The fol- 
lowing information was supplied town 
officers by a prospective owner and de- 
veloper. This specific project (which, 
in fact, did not materialize, although 
that has no bearing on the validity of 
the example) would lie in unincorpo- 
rated territory in Westchester County 
within a mile of two parkways, a traffic 
circle, and other heavily traveled roads. 
Consultants report that the shopping 
center management would agree with 
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the town to supply the following serv- 
ices and facilities: (1) access bridge 
over the parkway to a local street ; (2) 
access roadway connection to a state 
route, with an underpass at another 
parkway ; (3) private police force ; (4) 
private fire service ; (5) connections to 
existing sanitary sewers ; (6) provision 
for discharge of storm water into a 
nearby river ; (7) fire alarm system (if 
required by underwriters); (8) con- 
tract garbage disposal; (9) water ex- 
tension to site; (10) maintenance of 
roadways and parking areas on site 
and of access road through abutting 
property. 

From the range of these public con- 
tact problems, it is evident that here 
there is not only a challenge but a hard 
task for the developer. If successful he 
will be able to develop the necessary 
friendly climate wherein his negotiating 
skills can be put to the test—for they 
surely will be tested before these pro- 
posals become reality. 


Center Location 


The president of Harry Thoens, Inc., 
in a real-estate prediction for the year, 
suggested that builders of shopping 
centers would now be in a better posi- 
tion than at any time previously to 
sponsor successful projects. “The ex- 
periments, trials and errors of the last 
few years have produced an accumula- 
tion of knowledge that will enable 
future builders and investors to pro- 
ceed with confidence. All will benefit 
from the resulting sound planning.” 

From the “experiments, trials and 
errors,” there has now become apparent 
on: of the errors of the pioneer de- 
velopers, that of allowing traffic condi- 
tions to determine the size of a project. 
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Both in the early strip development of 
the Miracle Mile at Manhasset (Long 
Island) and in the Broadway Crenshaw 
development (Los Angeles), pedestrian 
cross traffic has ever been limited by 
the vehicular hazard. Realization of 
this factor prompted later projects to 
be planned so as to keep stores grouped 
within the apex of a highway intersec- 
tion rather than on two sides of a high- 
way, but this has not subsequently 
proved to be the final answer. Experi- 
ence has demonstrated that, particularly 
in more urban areas, passing traffic 
(while of high density) consisted of 
cars moving between two points under 
conditions that were not conducive to 
slowing down for an entrance turn. 
This negated one of the fundamental 
principles of regional centers—freedom 
from traffic hazard or strangulation of 
any type that would interfere with 
shopping comfort. 

The importance of this speeding 
traffic factor should not be overempha- 
sized. In surveying some twenty pro- 
spective shopping center proposals in 
1953, George W. Warnecke and Com- 
pany found that the attitude of area 
customers was definitely conditioned 
by a dislike of slowing down for a 
crowded approach to a store develop- 
ment only to have other cars pass them 
at high speed. As a result of War- 
necke’s studies—in the face of the fact 
that most older centers were located on 
main traffic arteries—the new six-mil- 
lion dollar Princeton Shopping Center 
has been located on a secondary state 
highway near major routes 25, 27, 
and 31. 

In the case of older developments, 
corrective measures to the traffic situa- 
tion might take the form of alteration 
of existing highways, widening con- 


struction of underpasses, and so forth— 
but who is going to pay for such bene- 
fits? One proposition advanced to solve 
this extra cost burden, as it applies to 
an already established center, is by 
sequestering some of the extra tax reve- 
nue created by the shopping center. 
Under this plan, private interests would 
advance the money for road improve- 
ments and the public body involved 
would pay back the advance out of the 
increased tax collection. 


Who Pays for Access Roads? 


Such a suggestion highlights another 
potentially conflicting area wherein 
shopping center developers must be 
prepared to cope with local officials— 
that of highways and access roads, 
their creation or alteration, and the 
whole question of who shall pay for 
such improvements. This is a highly 
important subject to project owners 
because it is evident that the majority 
of shoppers will arrive by automobile 
or bus—and the whole regional center 
is planned with that in mind. 

Occasionally a potential dispute is 
solved by the restricted nature of a 
center site per se. Shoppers’ World, 
for example, has a relatively narrow 
frontage that borders on a major, four- 
lane, divided highway. Only two en- 
trances were planned, all interior roads 
being on the center’s property and de- 
velopmental costs being borne accord- 
ingly. Framingham town officials were 
involved only in providing relatively 
few feet of road stripping, sufficient to 
bridge the highway shoulder. On a 
different level, the State Highway De- 
partment was approached by the center 
management with a request for altera- 
tion of Route 9 so as to enable incom- 
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ing center traffic to decelerate and 
enter in safety. The state responded 
by narrowing the highway center island 
for a distance of 500 feet in both direc- 
tions, thus creating two cutovers. The 
department is reported, informally, to 
have taken the attitude that it was 
glad to co-operate on a move which, at 
limited expense, would serve to reduce 
a highway condition that would other- 
wise undoubtedly have represented a 
degree of traffic hazard. 

Public officials often refuse to bear 
more than a fraction of the cost in- 
volved in providing additional access 
or circulatory roads for a _ center. 
Lengthy negotiations between officials 
and the Northland Shopping Center in 
Detroit resulted in only two access 
highways being widened at public ex- 
pense. J. L. Hudson Company had to 
build the remainder of planned road- 
ways On its own to handle traffic. The 
Dayton Company in Minneapolis 
(Southdale) had a similar experience. 
A contrasting case, although not of 
similar proportion, occurred outside 
Columbus, Ohio, where—after a year 
of negotiation—a contract was signed 
between the State Highway Depart- 
ment and Sears, Roebuck and Com- 
pany, in connection with the latter’s new 
$17,000,000 plant. The point of issue 
was the allocation of the cost of road- 
ways connecting the proposed plant 
with an expressway interchange cur- 
rently being built by the state. The 
agreement now stands that Sears will 
pay 10 per cent of the total estimated 
construction cost or $255,800. If the 
cost exceeds $2,558,000 the company 
will pay 26 per cent of the excess up 
to a total of $3,000,000. In this in- 
stance, an agreement was reached with 
some degree of mutual satisfaction but 
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only as a result of protracted bar- 
gaining. 

Examples are numerous of profits 
lost due to nonfulfillments of civic as- 
surance. In the case of a small upstate 
New York shopping center develop- 
ment, plans had been carefully drawn 
in advance, leases had been secured 
(including agreement with a major 
mail-order tenant), buildings had been 
erected, parking space had been pro- 
vided, and landscaping was in process. 
(Incidentally, this development was en- 
tirely financed by local capital instead 
of by an outside investor.) As part of 
the preliminary site plan, the local 
group had reached an agreement with 
the city engineer whereby the road bor- 
dering the project would be resurfaced 
and widened. During construction of 
this shopping center, a temporary en- 
trance in the form of an unsurfaced 
“rear” entrance was provided by the 
sponsors. The flaw in arrangements 
apparently lay in timing since long be- 
fore the new street had been provided 
by the city, the buildings in the center 
had been erected and the project 
thrown open to the public. Almost one 
year passed before the new border road 
was completed by the city. In the in- 
terim, customers could only gain access 
to the center by an unsurfaced, circui- 
tous “backdoor” entrance. While the 
precise dollar loss to the center could 
not be ascertained, there is little ques- 
tion that such goals as easy access, com- 
fort in shopping, beautiful surround- 
ings, and so forth had been damaged 
from a customer viewpoint. 

A different aspect of co-ordination 
(or its lack) between local officials and 
private promoters could be instanced in 
another New York State community. 
Here a shopping center project had 
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nearly reached the initial stage of con- 
struction before it was discovered that 
an alteration of interchange specifica- 
tions for the New York State Thruway 
would result (for all practical pur- 
poses) in the shopping center not being 
located adjacent to an interchange of 
this major traffic artery. Since the re- 
tail planners had projected their esti- 
mate of sales volume on the number of 
customers to be drawn both from the 
nearby locality and from the potential 
“inflow” of automobile traffic from the 
Thruway, elimination of direct access 
to the bordering highway would have 
represented a major volume loss. From 
an objective viewpoint, it is under- 
standable that the Thruway authorities 
were under no obligation to inform all 
businessmen of every change in their 
plans for creation of an interchange 
but, through lack of liaison, the spon- 
sor’s gamble almost resulted in financial 
calamity. 


Jurisdictional Complications 


A possible zone of conflict in regard 
to access routes may occur when the 
arteries bordering a center fall under 
different jurisdiction. If, at first glance, 
this should seem an unlikely circum- 
stance, consider the case of the Cross 
County Center outside of Yonkers. The 
city controls Kimball Avenue on the 
east; it has never continued Vreden- 
berg Avenue, which comes to a dead end 
at the center property on the south; 
on the north is the Cross County Park- 
way under the jurisdiction of the West- 
chester Planning Commission. On the 
west the land is bordered by what was 
formerly city-owned Central Park Ave- 
nue, part of which has been taken over 
by the New York State Thruway. 


Since it is the eventual plan of the de- 
velopers to have two entrances on each 
side of the shopping center project, one 
can readily imagine how complicated 
a problem access roads may become, in 
view of these different jurisdictions, 
From the builder’s viewpoint, it is un- 
fortunate that a variety of factors have 
delayed immediate completion of all 
planned entrances since too few of 
these factors are directly controllable 
by center sponsors. 

The most interesting example of co- 
operating authority occurred in the 
case of a three-way horse trade on ex- 
terior routes. This had an innocent 
beginning with the Thruway Authority, 
which had decided on a cloverleaf inter- 
change at the intersection of what is 
now Central Avenue (but would be 
Thruway ) and the Cross County Park- 
way. To create the interchange, how- 
ever, it became necessary to relocate a 
portion of the parkway as well as con- 
struct a new crossover bridge. The 
Thruway Authority, therefore, began 
negotiations with the State Highway 
Department, which, in turn, had to ap- 
proach the Westchester Planning Com- 
mission for agreement on a technical 
purchase of this sector of the Cross 
County Parkway and relocation thereof 
so as to coincide with the planned 
Thruway interchange. 

While these conferences were in 
process, the Thruway Authority was 
also negotiating with the center spon- 
sors in order to obtain about two acres 
bordering on Central Park Avenue, 
owned by the center but necessary for 
constructing the Thruway. The land 
value was estimated to be somewhere in 
the neighborhood of $1,500,000, but 
were it necessary to undertake con- 
demnation proceedings to obtain this 


en 


th 
to 
en 
nt 
W 
ce 
re 
ne 


' 
| 
i 
' 
i 
} 





SHOPPING CENTERS 85 


property, additional expense would 
surely be incurred and, what was even 
more significant from the Thruway 
viewpoint, a high land value might well 
be established in that area that could 
then be used by neighboring property 
owners as a subsequent basis for future 
valuations. The center sponsors, there- 
fore, suggested to the Thruway that it 
might be willing to exchange its two 
acres of valuable frontage for the (ap- 
proximately) six acres of land and 
roadway that the Thruway would have 
on its hands after taking over that 
portion of the Cross County Parkway 
which would have to be “abandoned” 
when relocation of the Parkway to 
meet the Thruway interchange would 
have been accomplished. While the 
center builders were uninterested in the 
dollar value of the “‘abandoned” park- 
way as such, they did welcome the op- 
portunity to acquire the land in the 
bordering right of way. This land 
could be used for additional parking 
space while simultaneously permitting 
an extension of center property to the 
actual “parkway” pavement. In addi- 
tion, since the city of Yonkers might 
be anxious to obtain the former park- 
way as part of its street system the 
center promoter, Sol G. Atlas, could 
envisage the possibility of being able to 
dedicate this route to the city to amelio- 
rate immediate and future relation- 
ships. 

Vredenberg Avenue is an example of 
the latter. Here the city had promised 
to extend a road from its existing dead- 
end state to neighboring Kimball Ave- 
nue, all on property given by the center. 
When no progress had appeared and 
center authorities asked why, the 
reason given was that all the city engi- 
neers were busy elsewhere. To hasten 
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construction, the center saw fit to 
“lend” its own engineers for the job. 
Despite this, actual street building is 
behind the initially projected schedule. 


Road Costs—Hidden and Otherwise 


Road building to answer traffic prob- 
lems and to accommodate center traffic 
is illustrative of a public area in which 
co-operative or contradictory govern- 
mental efforts may be evident. With 
streets or highways, there is not only 
the initial cost to be considered but also 
such succeeding factors as assessments 
and taxes. The same elements can be 
seen to apply to such other improve- 
ments as sewage treatment plants, 
water facilities, and so forth. 

In each case the center sponsor must 
determine whether his building plans 
(and costs) will encompass certain im- 
provements that might otherwise be 
provided, at least in part, by some ele- 
ment of local government as a public 
service. Here the developer faces sev- 
eral possibilities. If he requests road 
building by local officials, for example, 
will he be met with a flat refusal? Or 
will a compromise solution be proposed 
as a result of lengthy negotiation? Or 
is there still a third alternative—such 
as building the road at his own expense, 
thereby lowering municipal expense but 
encountering the risk of an enlarged 
assessment because of the “improve- 
ment ?” 

The tax problem is a serious one, 
since assessors are likely to evaluate on 
the basis of total landlord expenditures. 
Thus parking, roadways, sewage treat- 
ment plants, water facilities, and utili- 
ties calculated to improve the project 
and lower municipal cost may well have 
the effect of penalizing the developer. 
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“In regional types of centers,” said 
Larry Smith, speaking to the Greater 
New York Chapter of the American 
Society of Appraisers in January 1954, 
“the tax load appears to be building up 
faster than the revenue is growing.” It 
takes time for volume to mature but 
taxes are of the present. The whole 
subject of assessménts and taxes is 
ordinarily one for negotiation but, in 
passing, it should be noted that local 
officials can be reasonable as well as 
unreasonable in this regard. The pres- 
ent manager of a large Eastern center, 
for example, stated that his corporate 
directors had been successful in having 
taxes reduced by about one third from 
a preliminary local estimate as the re- 
sult of renegotiation with the town 
assessors “in a spirit of both realism 
and reasonableness.” 


Traffic Police 


As has been noted above, a regional 
center will be presumed to draw traffic 
to such an extent that the latter may 
alter the vehicular density pattern of 
traffic arteries and, further, may force 
additions to the existing highways. 
Whether such construction will necessi- 
tate a general increase in taxes or at 
least a diversion of funds for highway 
purposes in other parts of the govern- 
mental area, or whether the center 
sponsor will alone provide funds for 
access highways has already been 
considered. 

Closely akin to the problem of mass 
highway usage is that of traffic direc- 
tion by qualified policemen. Co-ordina- 
tion between the center promoter and 
local officials for purposes of traffic 
regulation is essential. With any type 
of entrance, but particularly for traffic 


decelerating from an arterial highway, 
it is necessary to have traffic control at 
the points where one or more access 
roads enter the center. It is, of course, 
basic that the project operator employ a 
sufficient number of traffic police, post- 
directional signs, install traffic lights at 
appropriate points, or (in some cases) 
direct automobile movement in and out 
of parking areas by loudspeaker from a 
control tower. All these measures do 
not exempt the municipality from re- 
sponsibility for providing for public 
safety on the bordering roads, however. 
With a center like Cross County in 
Yonkers, this presents no great problem 
since a large city, per se, maintains a 
sureau of Traffic to resolve such traffic 
movement, but a less urban jurisdiction 
may be limited by insufficient resources 
as well as by insufficient staff. Some- 
times the problem can be handled on a 
co-operative but informal basis, such as 
appears to happen at the Shoppers’ 
World project. Here the town of 
Framingham installed blinker lights at 
the two center entrances upon receipt 
of permission from the appropriate au- 
thority, the Highway Department of 
Massachusetts. 

When management officials at the 
center decide that Route 9 through- 
traffic is so heavy as to impede incom- 
ing or outgoing customer cars (or vice 
versa), they inform local police head- 
quarters. A police officer is thereupon 
detached from duty elsewhere and dis- 
patched to Shoppers’ World, where, 
by hand, he operates a blinker light 
controlling both entrances until the 
volume of traffic simmers down again 
to the automatic blinker point. While 
this illustrates co-operative recognition 
of a common public responsibility, it 
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presents no effective solution for those 
traffic problems that cannot be so in- 
formally handled in areas of greater 
congestion. In the latter, the attitude of 
local officials must be informed (and 
their co-operation secured) if. traffic 
problems are to be adequately con- 
trolled. 

A factual illustration may help to 
point up a desirable state of co-ordina- 
tion between the operator of a center 
and local government. In planning for 
the opening day of the Thruway Super 
Plaza near Buffalo, the promoters 
(Guelich and Boebal) alerted the town 
of Cheetowaga on what might be ex- 
pected in terms of a crowd. As a 
result town officials moved quickly to 
enlist and train a specially qualified 
group of policemen who would serve 
in the capacity of traffic directors for 
this event. What actually happened? 
On October 16, 1952, date of the open- 
ing, the 3,000-car lot was, by estimate 
of Police Chief Marynowski, com- 
pletely filled within 50 minutes. Before 
four hours had passed, some 50,000 
persons had visited the plaza and be- 
fore the day ended, the total had risen 
to an indicated 1,000,000 persons. For- 
tunately this center site contained 30 
acres of reserve land that could be 
pressed into service to handle the over- 
flow of an unexpected 1,000 cars. Only 
by the provision of the 50 policemen 
was it possible to handle this traffic 
volume without a traffic snarl which 
would, at the least, have destroyed the 
favorable impression that the plaza 
hoped to make at the outset. Good 
liaison and intelligent co-operation: be- 
tween the town and the Super Plaza 
management accomplished far-reaching 
results. 
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Protection Police 


To this point mention has been made 
only of the use and provision of police 
for traffic duty. Obviously, however, 
local officials must be prepared to pro- 
vide police for use in other possible 
emergencies. And if the municipality 
will not provide for the same the 
shopping center sponsor must. For 
example, the center will have occasional 
peak loads of vehicular and pedestrian 
traffic on the occasions of special bar- 
gain days, holiday buying periods, and 
so forth. These varying peak loads 
must also be handled expeditiously. 
Days and nights of peak volume present 
other problems also, as shoplifting rises 
and falls in almost direct proportion to 
the volume of sales. Police must be 
available for the apprehension of sus- 
pected shoplifters, and plans must be 
made with the local officials for judicial 
determination, administration of trial, 
or physical detention. 

Deputy sheriffs are needed also to 
handle possible panics resulting from 
explosion, lightning, windstorm, and 
so forth. The potential damage from 
crowds in panic is obvious. Working 
out a co-operative scheme is not easy 
if the municipality is served only by a 
volunteer organization, but where a 
shopping center owner has invested 
millions of dollars, he must minimize 
all hazards of ill chance. In the same 
sense the center should assure itself 
adequate fire protection either through 
provision of such facilities as equip- 
ment, alarms, and connecting mains by 
the developer himself or through the co- 
operation of local officials. The differ- 
ence in fire insurance rates alone will 


(Continued on page 100) 











The Honor Roll in Retailing at 
New York University 


A Roster of America’s Retailing Leaders 


CHARLES M. EDWARDS, JR. 
Dean, New York University School of Retailing 





Theodore V. Houser 


For more than thirty years New 
York University School of Retailing 
has been honoring leaders in retailing 
from all parts of the country by con- 
ferring upon them honorary member- 
ship in the Alpha Chapter of the Eta 
Mu Pi Fraternity, the only fraternity 
of its kind in the field of retailing. 
Founded in 1922 in the New York 
University School of Retailing, Eta 
Mu Pi has grown into a national or- 
ganization. 
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In keeping with the high standards 
to which it has adhered since its estab- 
lishment, the Alpha Chapter grants 
honorary membership only to those 
who have made noteworthy contribu- 
tions to the ethics, the science, and the 
practice of retailing. 

When it awards honorary member- 
ships to men and women of outstanding 
accomplishment in retailing, the Alpha 
Chapter presents to the recipients writ- 
ten citations that summarize some of 
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Malcolm P. McNair 


the major facts about their achieve- 
ments. In the belief that the careers 
of these distinguished merchants will 
prove interesting and inspiring to its 
readers, the JouRNAL OF RETAILING 
publishes one or more of these citations 
in each issue. The purpose ts twofold: 
(1) to call well-deserved, wider atten- 
tion to the attainments of some of the 
foremost business leaders of our day, 
and (2) to provide a cumulative source 
of information about retailers for 
reference purposes. 

Chosen for recognition in this tssue 
are: 


Malcolm P. McNair 


A member of the faculty of the 
Graduate School of Business Adminis- 
tration at Harvard University for 
thirty-four years, Malcolm P. McNair 


Summer 1955 


has long exerted a salutary influence 
on American retailing. As evidence of 
the high regard in which he is held by 
educators and business executives alike, 
he was named Lincoln Filene Professor 
of Retailing when this chair was insti- 
tuted at Harvard in 1940. 

Always a keen student of trends in 
business, Professor McNair pioneered 
in the study of retailing costs. For the 
past thirty-four years, he has conducted 
the Harvard study of department store 
margins, expenses, and profits—the 
longest continuous compilation of such 
data that is available. 

Because of his penetrating insight 
into business conditions, Professor 
McNair is constantly in demand as an 
adviser by both retailing and industrial 
firms. Currently he serves as a trustee 
and a director of the John Wanamaker 
Corporation and as a director of the 











90 JOURNAL OF RETAILING 


Allied Stores Corporation, Edward 
Schuster and Company, the Cambridge 
Trust Company, the Indian Head 
Mills, and the National Retail Dry 
Goods Association. 

For his valuable contributions in the 
field of distribution, he has received 
many honors, including the Gold Medal 
of the National Retail Dry Goods 
Association for distinguished service 
to retailing. In 1953 he was elected to 
the Hall of Fame in Distribution spon- 
sored by the Boston Conference on 
Distribution. Thus, for his unceasing 
efforts to learn and to report the truth, 
for his inspired leadership in the edu- 
cation of young men for executive 
careers, and for his wise counsel to 
newcomers in the field, Mr. McNair 
was awarded honorary membership in 
the Alpha Chapter of the Eta Mu Pi 
Fraternity. 


Theodore V. Houser 


It was by accident that Theodore V. 
Houser entered the field of retailing 
thirty-nine years ago after earning a 
degree in electrical engineering at 
Iowa State College. It was not by acci- 
dent, however, that last year he became 
Chairman of the Board of Sears, Roe- 
buck and Company. In the judgment 
of those who know him, Mr. Houser 
was destined from the start to go to the 
top. In the words of his predecessor 
at Sears, General Robert E. Wood, 
Mr. Houser is “the greatest master of 
mass merchandising in the United 
States.” 

When he graduated from college in 
1915, Mr. Houser took a temporary 
job with Montgomery Ward and Com- 


pany. Thirteen years later, after hold- 
ing numerous executive posts, he left 
Ward’s to accept a position with Sears, 


Roebuck and Company. Since joining | 


Sears in 1928, he has moved steadily 
upward through several key positions, 
On April 26, he was named chief 
executive officer of his company. 

A discerning and skillful executive, 
Theodore V. Houser has exercised a 
powerful influence in the development 
and the expansion of the firm. Early 
in the 1930’s he served on a committee 
that reorganized the management of 
the company in order to integrate the 
new chain of stores with the mail-order 
division. Later, as Vice President in 
Charge of Merchandising, he directed 
the huge central buying operation 
which is one of the basic elements of 
Sears’s strength. In this capacity he 
made many innovations and improve- 
ments in buying practices and _ pro- 
cedures that enabled Sears’s suppliers, 
as well as the company itself, to reduce 
production and distribution costs. As 
a result of these and other constructive 
moves, Mr. Houser and his associates 
have piloted Sears to its present domi- 
nant position in the Western Hemi- 
sphere with annual sales of nearly 
$3,000,000,000. 

Thus, for his never-ending efforts to 
bring to customers newer and better 
goods at lower prices, for his constant 
search for improved methods of pro- 
duction and distribution, and for his 
continuing determination to provide 
opportunities in retailing for talented 
young men and women, Mr. Houser 
was awarded honorary membership in 
the Alpha Chapter of the Eta Mu Pi 
Fraternity. 
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Forecasting Retail Sales’ 


T. J. SIELAFF 
Assistant Professor, San Jose State College 








You do not have to be a master mathematician or even a fortune 
teller to estimate what retail sales will be in the coming year. For 
the first step before estimating what your slice will be, study the 
handy equation worked out for speedy, everyday use by a university 
professor of business education. It is based on readily available 
statistics on national expenditures for new plants and equipment. 








In the United States there is a high 
positive correlation between retail sales 
and business expenditures for new 
plants and equipment. The scattergram 
below shows graphically the degree of 
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relationship that exists (r=+.98). 
This correlation may be of value to 
retailers who are interested in using 
generally available statistics to forecast 
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the probable level of aggregate retail 
sales. 

The straight line relationship be- 
tween plant and equipment expendi- 
tures made by all businesses and retail 
sales may be expressed in the form of 
an algebraic equation thus: 


Retail Sales and Equipment= 
$49.88 (billion) + 4.35 x Plant 
Expenditures (billions) 


Once an estimate has been made of 
total plant and equipment expenditures 
to be made by American businesses at 
some future time, it is easy to convert 
this into a forecast of retail sales. 
Either the chart or the equation may 
be used directly for this purpose. 


1 Data for this study are from Survey of Current 
Business, December 1951, p. 4, December 1953, 
p. 16, and the 1953 Supplement to Survey of Current 
Business, p. 44. Retail sales for 1951, 1952, and 
1953 were estimated by the Department of Com- 
merce by a slightly different method than retail sales 
for years prior to 1951 so that the entire series 
would be comparable with the current reports on 


? * « 
retail sales. 
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Two useful forecasts of investment 
expenditures are available. The Office 
of Business Economics of the Depart- 
ment of Commerce compiles, annually 
and quarterly, in co-operation with the 
Securities and Exchange Commission, 
an estimate of anticipated expenditures 
for private plants and equipment. 
Quarterly estimates are made covering 
actual expenditures for the coming 
quarter. The McGraw-Hill Publishing 
Company also issues a similar forecast. 
Although they cover much the same 
ground, the Department of Commerce 
estimate extends over a wider range of 
industries. 


Investment Determines National 
Income 


This technique of forecasting retail 
sales is based on the assumption that 
investment is a key determinant of in- 
come. Investment tends to be a dy- 
namic independent factor in our econ- 
omy. When American businessmen 
make capital outlays, people are em- 
ployed and income is earned. This in- 
come stimulates retail sales. A cutback 
in capital outlays means unemployment 
and reductions in income—thus fewer 
retail sales. In direction and timing, 
capital outlays have corresponded fairly 
closely with variations in the more com- 
prehensive measures of general eco- 
nomic activity, such as gross national 
product. The relative magnitude of 
changes in capital expenditures has 
been more pronounced, however. The 
sensitivity of capital expenditures re- 
flects their dependence on business ex- 
pectations, their postponability, and 


their reliance on external financing, 
Investment by any individual or firm 
usually is not tied down to current con- 
sumption. Hence, total investment is 
considered a major determinant of the 
level of business activity. 

It should be mentioned that other 
forms of expenditure are important in 
determining the level of business ac- 
tivity. Construction of new homes, 
capital outlays of farmers, changes in 
business inventories, net foreign in- 
vestment, government purchases, and 
personal consumption are also impor- 
tant in generating income. Unfortu- 
nately, satisfactory forecasts of these 
factors are not available. Thus the 
business forecaster is forced to use 
methods that are less desirable but give 
more easily attainable results. 

A study was made by the Office of 
Business Economics of business invest- 
ment programs and their realization.* 
The results indicate that expenditures 
for new plant and equipment by United 
States businesses can be estimated one 
year ahead with reasonable accuracy. 
Commitments for such business invest- 
ments are made sometime in advance, 
and once a decision is made, it is diffi- 
cult to change. There is some evidence 
that businessmen have a tendency to 
understate expenditure plans. This re- 
sult occurs because of the omission of 
many small items whose acquisition is 
uncertain. Despite this situation, the 
forecasts have been reasonably accu- 
rate. For the retailer, this fact makes 
these forecasts a useful short-term indi- 
cator of economic change. 

2Irwin Friend and Jean Bronfenbienner, “Busi- 


ness Investment Programs and Their Realizations,” 
Survey of Current Business, December 1950. 
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Retail Trade in 1954 


T. DART ELLSWORTH and HARRY STEINBERGER 


Director and Research Assistant, Research and Publications Division, 
New York University School of Retailing 


High Lights 


The 110 leading retailing firms cov- 
ered in the New York University 
School of Retailing annual survey of 
retail trade fared about the same in 
sales in 1954 as in 1953. Based on 
figures released by the United States 
Department of Commerce, their show- 
ing was almost identical to that of all 
retailing outlets throughout the coun- 
try in 1954.1 

The survey stores also equaled their 
previous year’s profit, before taxes, 
with a figure of 6.1 per cent of sales. 
However, with an assist from the new 
federal tax law, they bettered their 
1953 profit, after taxes, by a slight 
margin. 


Conduct of Survey 


The survey summarizes and com- 
pares the 1954 and 1953 sales and 
profit figures of the 110 retailing firms, 
which are located throughout the 
United States. Combined sales each 
year for the firms in question amounted 
to $15.7 billion. In 1954 the stores 
accounted for slightly in excess of 
9 per cent of the country’s total of 
$171 billion retail sales for the year. 

The data are tabulated by type of 
store, including apparel, department 
and specialty, drug, grocery, mail 


**Retail Trade,” Survey of Current Business 
XXXV, No. 2 (February 1955), 23-25. 
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order, shoe, variety, and miscellaneous. 
Tables are arranged to enable the busy 
executive to make easy comparisons 
between the 1953 and 1954 sales and 
profit figures of each group of stores. 
In addition, there is a separate listing 
showing the data for each of the 110 
retailing firms. 


Sales 


Slightly over half of the 110 firms 
covered by the survey exceeded their 
1953 sales figures in 1954. By mer- 
chandise group, the grocery stores re- 
ported the largest percentage sales 
gain—4.1 per cent. At the other ex- 
treme, the apparel firms listed a per- 
centage loss in sales of 8.4 per cent. 
The Department of Commerce gives 
special recognition to the 1954 showing 
of grocery firms with the following 
comment: 


Practically all of the increase in 
chain-store sales from 1953 to 1954 
stemmed from grocery stores. 
These stores, whose sales account 
for about two fifths of all chain- 
store business, increased their dol- 
lar volume by about $1 billion, or 
nearly 8 per cent from 1953. Sales 
by groceries with from one to ten 
outlets, on the other hand, were 
virtually unchanged from 1953 to 
1954. As a result of these gains, 
grocery chains continued to in- 
crease their share of all grocery 
business; chain groceries, with 
eleven or more stores, which had 
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accounted for close to 37 per cent 
of the dollar sales of all groceries 
in 1953, raised this proportion to 
over 38 per cent in 1954.? 


Profits 


Just half of the firms surveyed bet- 
tered their 1953 dollar profits, before 
taxes, in 1954. Of the store groups, 
drugs made the best showing with a 29 
per cent increase in the number of their 
pretax profit dollars. The apparel 
group ended the year with 21 per cent, 
and the grocery and variety groups 
with 11 per cent fewer pretax dollars 
than they had earned the previous year. 

The Internal Revenue Act of 1954, 
however, helped the survey firms to 


better their 1953 profit, after taxes, by 
$24 million—a 5.4 per cent increase. It 
meant that only the apparel, variety, 
and miscellaneous groups of stores 
were left with fewer profit dollars than 
they had in 1953. Increases in dollar 
profits, after taxes, ranged from a low 
of $4 thousand for shoe firms to a high 
of $18 million for mail-order firms. 


Summary 


The retail firms covered in the sur- 
vey of retail trade made annually by 
the New York University School of 
Retailing held their 1954 sales at, or 
near, the 1953 all-time peak. Compared 
to 1953, they equaled their profit be- 
fore taxes and bettered their profit 
after taxes. 


TABLE I 


Annual Dollar Sales of 110 Major United States Retail Stores, for 1953 
and 1954, Summarized by Type of Store 


Number of 
Type of Store Stores Reported 

SUNN SSW AN ek chGnGo de c-cssae cee 14 
Department and specialty........... 59 
0 TERR GB RRA ea 3 
CE cpecide i ckhed bbs udie's 0400 > 
REMNNEEE o oo 5 hs cssatedie 6 posse 5.6 4 
a A a ee 4 
BE ee oe 14 
IED i bonus osu Ss soes5a5. 9 

__ DRS he eee eee 110 

2 Jbid., p. 25. 








Sales (Add 000) Change 
= ; rom 
1954 1953 1953 

$568,324 $621,147 —8.4% 
5,891,878 5,812,343 1.4 
48,567 49,958 —2.8 
2,168,467 2,082,316 4.1 
3,958,800 4,089,002 —3.2 
206,850 207,318 —0.2 
2,295,605 2,271,758 1.0 
509,357 546,677 —6.8 
$15,647,848 $15,680,519 —0.2 
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TABLE Il 


Changes in Dollar Profits of 110 Major United States Retail Stores, for 
1953 and 1954, Summarized by Type of Store 


Before Taxes After Taxes 





(Add 000) Change (Add 000) Change 
gos from ——- from 
Type of Store 1954 1953 1953 1954 1953 1953 
SL hniiser éheneoniavens $19,724 $27,488 —27.2% $11,162 $14,899 —25.0% 
Department and specialty.... 340,121 325,626 4.5 165,916 149,524 11.0 
Rane ikke ke eaan 1,072 836 28.2 524 324 61.7 
SE ha ha og skt nied nine be 37,833 38,538 — 18 18,567 18,378 1.0 
ere re 365,323 360,194 1.4 178,869 161,018 11.1 
MENS Sates his hss bots a een 9,826 9,886 — 0.6 4,864 4,860 0.1 
NE asin sind serie hac Sige 156,725 172,974 — 9.4 79,547 85,873 — 74 
Miscellaneous .............. 20,509 21,463 — 44 10,232 10,585 — 3.3 
a edo s caesium $951,133 $957,005 — 0.6 $469,681 $445,461 5.4 
TABLE Ill 


Changes in Profits as Percentages of Sales of 110 Major United States Retail 
Stores, from 1953 to 1954, Summarized by Type of Store 


Before Taxes Change After Taxes Change 

eel from pe from 
Type of Store 1954 1953 1953 1954 1953 1953 

a ee eae ara 3.5% 44% —20.5% 20% 24% —16.7% 
Department and specialty............ 5.8 5.6 3.6 28 2.6 7.7 
GIs 6 u's bik Gu Harsiataca’s a Cason pas 1.7 29.4 1.1 0.6 83.3 
ait ati sibs uw coe hb sau 1.7 1.9 —10.5 0.9 0.9 0.0 
IES 2% 58ers ois nekeeavger 9.2 8.8 45 45 3.9 15.4 
MG Sioa nein Sec RES Kase sacle 48 48 0.0 2.4 2.3 4.3 
RN ei oi tsk win Oia ear'sisdie ithe 6.8 7.6 —10.5 3.5 3.8 — 79 
IE OT Te 40 39 2.6 2.0 1.9 5.3 
ae ee Se ee 6.1 6.1 0.0 3.0 2.8 0.7 

TABLE IV 


Percentages of 110 Major United States Retail Stores Showing Increases 
in Sales and Profits, from 1953 to 1954, Summarized by Type of Store 








Dollar Profits Percentage Profits 

Dollar Before After Before After 

Type of Store Sales Tares Taxes Taxes Taxes 

ESN ae ae, ee 29% 21% 29% 43% 29% 
Department and specialty.............. 63 61 59 49 56 
Pe, Si eich heacesdadeenvsblebs 0 100 100 100 100 
ERE ey eee eee 100 33 66 0 66 
CE 8 x\t cenkhwkees dabeesedaeles 25 50 75 50 75 
IE bisa ch sncanated saccades 50 50 25 50 50 
ihe Sind we ci tioned tad 50 21 29 14 21 
IE xs ny Gade cebineakadaiin’ 33 56 56 67 78 
en eS 52 50 54 44 52 
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TABLE V 
Retail Trade in 1953-1954 
Sales and Profits of 110 Major United States Retail Stores for 1953 and 














1954 Compared by Store Dep 
Profits as Per C ent of Sales The 
Sales (Add 000) “ Before Taxes After Taxes D. | 
1954 1953 1954 1953 1954 1953 Jose 
Apparel Chains Hov 
Adam Hat Stores, Inc.............. $10,925 $13,016 5.8% 5.6% 5.8% 5.6% Inte 
Bond Stores, Inc...........+0.+0005 41,741 86,197 3.0 7.3 1.6 36 | J.B 
Diana Stores Corporation........... 29,410 31,421 6.6 6.2 4.1 3.8 Ken 
Franklin Stores Corporation......... 29,374 32,266 47 6.7 3.1 43 Kob 
Grayson-Robinson ................. 90,358 96,538 0.9 1.5 0.3 0.7 Lytt 
Holly Stores, Inc..............+000- 11,743 12,333 2.0 1.6 1.3 1.6 R. I 
Howard Stores Corporation......... 26,833 26,644 5.5 6.7 3.1 38 Man 
Lane Bryant, Inc...............000: 60,269 61,852 4.6 5.1 2.3 2.3 Mar 
Lerner Stores Corporation.......... 151,177 147,768 3.0 3.2 1.6 1.7 | May 
Lincoln Stores, Inc................ 12,809 12,620 3.9 3.8 1.9 1.9 Mer: 
Lucky Stores, Inc..............000: 39,961 41,418 35 3.5 1.7 15 | Milk 
J. M. McDonald Stores............. 17,420 9,893 3.6 42 1.8 2.0 Nam 
Mangel Stores Corporation....:..... 27,565 28,491 49 5.0 3.2 3.0 Nein 
National Shirt Shop, Delaware...... 18,739 20,690 4.1 6.1 2.9 4.1 rx 
enr 
SEF  #enG Din eakeewees osceccds $568,324 $621,147 3.5 4.4 2.0 2.4 | J.C. 
Rice 
Department and Specialty Stores Rich 
Allied Stores Corporation........... $543,984 $515,830 5.0% 4.7% 24% 23% Rike: 
Arnold Constable and Company...... 26,902 24,925 5.3 4.6 2.8 2.3 Roos 
Associated Dry Goods.............. 154,366 164,060 6.5 6.0 3.1 3.1 _— 
L. S. Ayres and Company........... 44,251 45331 49 53 24 24 Ed. § 
Belding Hemingway Company....... 21,538 22199 39 5.1 2 2 oS 
Best and Company...........0s.0005 36,811 35,511 102 110 45 49 |  Sible 
NN i. cnn ns buses | oo 06 15 Stix, 
Broadway Hale Stores, Inc.......... 104,910 102974 47 37 22 18 | Thal 
SEE a 120,523 11679 77 468 38 32 | Raph 
Carson, Pirie, Scott and Company.... 81,926 76,908 2.1 2.1 1.2 10 | Wei 
TT SEIT 14,943 14,805 1.7 0.7 08 —04 West 
City Specialty Stores, Inc........... 40,756 40,236 1.7 0.8 1.1 04 | 
City Stores Company............... 241,755 233,227 4.3 3.9 2.2 2.1 é 
Consolidated Dry Goods Company... 10,433 10,485 5.2 5.8 2.4 2.5 Rie 
Consolidated Retail Stores, Inc...... 25,749 28,131 1.8 1.6 —1.5 0.9 thd 
Crowley Milner and Company....... 24,084 28,212 1.1 2.8 0.8 1.3 i Diitie 
Daniels and Fisher Stores Company. . 7,994 8,561 0.2 2.1 0.1 1.0 Sun 1 
Davidson Brothers ..............++- 64,277 61,261 3.9 5.2 1.9 2.3 ' 
Dejay Stores, Inc................5. 8,072 8,125 6.1 4.6 3.8 23°34 4 
Emporium Capwell Company........ 76,506 73,043 98 9.0 44 43 | 
ERT an. 39,110 38,732 1.1 2.1 0.5 1.0 Groce 
Federated Department Stores........ 500,556 478,849 7.9 6.5 3.8 29 a HC. 
Forbes and Wallace, Inc............ 11,523 11,366 3.3 3.8 1.6 2.1 Grand 
Gimbel Brothers, Inc............... 289,965 286,419 3.6 3.7 1.8 18 | Safew 
Goldblatt Brothers, Inc............. 103,445 99,926 1.8 1.7 0.9 0.9 ; 
Halle Brothers Company............ 46,545 43,061 4.0 4.0 2.0 19 | A 


Sum 
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RETAIL TRADE IN 1954 


TABLE V—Continued 


Sales (Add 000) 














"1954 1953, 

Department and Specialty Stores (Cont.) 
The Hecht Company................ 105,717 98,467 
D. H. Holmes, Ltd................. 22,089 21,798 
Joseph Horne Company............ 53,500 59,803 
Hoving Corporation .............+55 29,856 28,120 
Interstate Department Stores, Inc... 62,903 63,866 
J. B. Ivey and Company............. 20,534 19,985 
IE UME. pescccss ssesecceees 15,140 15,124 
Kobacker Stores, Inc............... 30,762 32,317 
RUE, BMG, cc cccspecccdecsececces 17,051 18,434 
R. H. Macy and Company, Inc...... 359,049 332,583 
Mandel Brothers, Inc............... 32,167 30,702 
Marshall Field and Company........ 191,730 217,960 
May Department Stores Company, Inc. 444,371 454,149 
Mercantile Stores Company, Inc..... 130,366 130,883 
Miller and Rhoads, Inc............. 26,281 25,859 
Namm-Loeser’s, Inc. ............0- 16,257 17,090 
Neiman-Marcus ..............eeee: 27,792 25,320 
Outlet Company ................45. 14,790 14,469 
Penn Traffic Company.............. 9,392 10,068 
J. C. Penney Company.............. 1,107,157 1,109,508 
Ns 4 vases cs come eevee 58,834 54,047 
As cccdehetonseeeeesden 65,834 56,584 
Rike-Kumler Company ............. 41,609 40,752 
Roos Brothers, Inc...............-. 12,177 12,906 
Russek’s Fifth Avenue, Inc......... 11,351 11,549 
Ed. Schuster and Company.......... 42,389 43,083 
Scruggs-Vandervoort-Barney ....... 58,611 58,173 
Sibley, Lindsey and Curr Company. . 27,906 26,453 
Stix, Baer and Fuller Company...... 50,005 48,780 
Thalhimer Brothers, Inc............ 30,038 29,620 
Raphael Weill and Company........ 19,968 19,375 
Weiboldt Stores, Inc................ 58,679 59,985 
Western Department Stores......... 31,858 31,235 

ee itd a ia ei dy pein $5,891,878 $5,812,343 
Drug Chains 
Crown Drug Company.............. $12,190 $13,193 
Sommers Drug Stores Company..... 6,760 6,892 
Sun Ray Drug Company............ 29,617 29,873 

MP sbad eae CeeUN oko cB0Peinects $48,567 $49,958 
Grocery Chains 
H. C. Bohack Company,Inc.......... $135,497 $128,703 
Grand Union Company.............. 219,453 201,793 
Safeway Stores, Inc................ 1,813,517 1,751,820 

AGN Niaivt sense eens scbees $2,168,467 $2,082,316 
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Profits as Per Cent of Sales 








Before Taxes A fter Taxes 
‘1954 1953 1954 1953 
5.6 5.1 2.8 2.6 
6.4 6.5 3.1 3.0 
2.4 3.9 1.2 1.8 
6.3 4.3 3.1 2.1 
2.9 2.7 1.7 1.6 
10.0 9.8 4.7 4.5 
3.8 4.1 1.9 2.0 
5.0 6.0 2.7 2.9 
3.1 2.7 1.5 1.2 
2.9 3.0 1.5 1.5 
—l.l —29 —ll —29 
6.9 5.7 3.4 2.8 
7.8 7.5 3.8 3.6 
5.3 5.3 2.7 2.7 
6.6 ae 3.1 2.4 
0.7 —0.6 0.7 —0.2 
5.2 1.7 2.7 0.8 
11.3 14.1 5.6 6.8 
5.0 6.6 2.4 3.1 
8.1 8.5 3.9 3.6 
1.9 1.5 1.1 1.0 
7.0 7.0 3.7 3.2 
7.9 8.3 3.9 3.5 
2.4 3.5 1.2 1.8 
—0.2 —1.6 —12 —2.5 
49 5.1 2.3 2.3 
3.0 4.4 1.4 2.1 
3.7 4.3 2.0 2.4 
7.5 6.3 3.4 3.0 
5.9 5.3 2.9 2.6 
1.3 0.3 0.6 —0.2 
1.9 3.0 0.9 1.4 
7.1 7.2 3.4 3.2 
5.8 5.6 28 2.6 
0.2% —1.3% 0.2% —1.1% 
3.2 2.8 1.6 1.4 
2.9 2.7 1.4 1.3 
2.2 1.7 1.1 0.6 
25% 2.7% 13% 1.2% 
2.6 2.7 1.3 1.2 
1.6 1.7 0.8 0.8 
1.7 1.9 0.9 0.9 
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TABLE V—Continued 


Profits as Per Cent of Sales 




















Sales (Add 000) 3 Before Taxes After Tees 
Cc OF c————_-~S 
1954 1953 1954 1953 1954 1953 | 
Mail Order Art 
PR MOTI cco nv Sdnk hess asa see $90,505 $92,443 3.0% 3.7% 18% 16% 
Montgomery Ward and Company, Inc. 887,337 999,123 79 8.4 4.0 41 
New Process Company............. 15,549 15,511 9.6 6.0 4.6 2.8 
Sears, Roebuck and Company....... 2,965,409 2,981,925 98 91 48 40 TI 
origi 
a ae eee $3,958,800 $4,089,002 92 88 45 39 whic 
' upon 
Shoe Chains 3 
A. S. Beck Shoe Corporation........ $65,542 $65,285 2.6% 2.9% 14% 1.5% yee : 
Edison Brothers Stores, Inc......... 80,189 81,634 57 60 28 28 ‘tina 
G. R. Kinney Company, Inc......... 46,903 44,436 60 54 29 28 ong 
Nunn-Bush Shoe Company.......... 14,216 15,963 Dil 4.4 2.3 2.1 wen 
Wed 
ere oe ee er $206,850 $207,318 48 48 2.4 23 om 
unct 
Variety Chains oe 
Eagle Stores Company, Inc.......... $7,261 $6,578 479% = 5.5% 2.2% 24% hand 
M. H. Fishman Company, Inc....... 13,085 13,352 5.6 7.0 3.1 3.5 jects 
We oh. CHPIE CRI. 0. ccc cece ces 317,157 299,768 5.9 6.3 2.8 2.7 most 
H. L. Green Stores Company, Inc.... 108,524 108,684 6.3 6.7 x | 3.4 
S. S. Kresge Company.............. 337,914 337,299 6.9 7.9 A f 3.9 
S. H. Kress and Company........... 169,417 172,980 10.3 10.9 49 Ae 
ne. Ei, Gaeieetom, Teic:.s.............. 6,174 5,425 4.2 4.0 22 2.0 
McCrory Stores Corporation........ 103,856 104,787 6.0 6.9 3.0 3.5 Aut 
McLellan Stores Company.......... 60,655 60,673 5.8 6.5 3.0 3.2 
G. C. Murphy Company............. 182,173 187,164 8.3 9.0 4.1 43 
Neisner Brothers, Inc............... 64,971 66,743 3.6 4.3 i 2.1 
J. J. Newberry Company............ 179,756 171,164 5.4 7.1 raf 3.3 
Rose’s 5, 10, and 25 Cent Stores...... 23,349 23,271 epee" 73 3.4 3.3 
F. W. Woolworth.................. 721,313 713,870 7.0 7.7 3.7 4.2 He 
that | 
Be Edenh bikes sandeesss $2,295,605 $2,271,758 6.8 7.6 3.5 38 tion 
areas 
Miscellaneous limit: 
es 9 le re $118,982 $125,717 29% 21% 13% 10% the p 
Federal Bake Shops, Inc............ 7,619 8226 76 72 39 37 such 
Gamble-Skogmo, Inc. .............- 120,466 129,938 4.1 3.3 2.1 1.9 — 
Pep Brothers, Manny, Moe, and Jack. 12,501 14,232 4.7 7.2 22 3.2 the u 
Reliable Stores Corporation......... 23,371 23,787 82 69 39 33 and : 
Spear and Company................ 25,153 O50 004 =156 «46 «8 and | 
Sterchi Brothers Stores, Inc......... 17,082 16,775 11.2 10.8 5.4 5.2 excel 
Western Auto Supply Company..... 161,651 178,231 4.6 5.1 2.5 2.6 lems 
White’s Auto Stores, Inc............ 22,532 20,181 10.0 5.0 48 2.9 ing 1 
incre: 
TEES Ro ae $509,357 $546,677 4.0 3.9 2.0 1.9 ness | 
lh i 
by T. 





tt i eh ed 


p> | 





Book Notes* 


Art and Industry, by Herbert Read. 
New York: Horizon Press, 1954, 
xiv+239 pages. $6.00. 


This is the first American edition of a work 
originally published in England in 1934, and 
which has evidently had significant influence 
upon philosophers of “fine” and “applied” 
art. The author examines the question “Can 
the machine produce a work of art?” and 
concludes with an extremely learned answer, 
“Yes.” In the course of his work, he tells the 
life stories and the working philosophies 
of such artists and industrialists as Josiah 
Wedgwood and William Morris. He also 
discusses the material, the working, and the 
function of pottery, glass, metal, wood, tex- 
tiles, and leather. The final section of 130 
handsome photographs of machine-made ob- 
jects from many countries constitutes the 
most interesting part of the book. 

Norton C. Baron 


Automatic Merchandising, by Mar- 
tin V. Marshall. Boston: Division 
of Research, Harvard Business 
School, 1954, xi+275 pages. 
$3.50. 


Here is a realistic assessment of the part 
that automatic vending plays in the distribu- 
tion of goods, an appraisal of its principal 
areas of usefulness, and an analysis of its 
limitations. The study offers an indication of 
the problems of new applications of vending, 
such as industrial feeding and railroad-pas- 
senger feeding, and gives special attention to 
the use of vending machines by department 
and specialty stores, both within the stores 
and in other locations. It also provides an 
excellent discussion of the nature of the prob- 
lems faced by established operators of vend- 
ing machine equipment, who constitute an 
increasingly important segment of small busi- 
ness enterprise. 


* Unless otherwise noted, book notes were prepared 
by T. Dart Ellsworth. 
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Martin V. Marshall is Assistant Professor 
of Business Administration at the Harvard 
University Graduate School of Business 
Administration. 


Motivation Research, by George Hors- 
ley Smith. New York: McGraw- 
Hill Book Company, Inc., 1954, 
xviii+242 pages. $5.00. 


Motivation research is defined as “a per- 
son-centered approach to the problem of why 
customers behave as they do,” and an up-to- 
date view is presented of the newest research 
techniques for a practical approach to the 
subtler aspects of human motivation. Major 
topics covered include the psychological frame 
of reference, methods of interviewing, in- 
direct questioning, and the when, who, and 
how of motivation research. 

George Horsley Smith is Associate Profes- 
sor of Psychology, Newark College of Arts 
and Sciences, Rutgers University. 


The Power of Creative Selling, by Earl 
Prevette. New York: Prentice- 
Hall, Inc., 1954, 211 pages. $4.95. 


The twenty-four chapters into which the 
book is divided headline accepted selling 
techniques against a moral, philosophical, 
and psychological background. Examples of 
chapter headings include: “Your Place in 
Our Economy”; “How to Attract the Pros- 
pect”; “Why the Prospect Buys”; “How 
to Perfect Your Sales Plan”; “The Power 
That Sells” ; “The Scientific Time and Way to 
Call on a Prospect”; “How to Turn Hunches 
into Customers”; “How to Get Charged Up 
and Go Ahead”; “The Secret Power of 
Charm”; and “You Live in Clover.” The 
book is written in terse, meaty sentences 
associated with successful selling, and is both 
provocative and stimulating. 

Mr. Prevette, now semiretired, is the au- 
thor of two books on salesmanship: How to 
Sell by Telephone and How to Turn Your 
Ability into Cash. Harry Steinberger 
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Standard Expense Center Accounting 
Manual, by The Standard Revision 
Committee, a subcommittee of the 
Customers’ Congress Standardiza- 
tion Committee of the N.R.D.G.A. 
New York: Controllers’ Con- 
gress, National Retail Dry Goods 
Association, 1954, xviii+235 
pages. $20.00 (Members of the 
Controllers’ Congress and of the 
N.R.D.G.A., price $12.50). 


The Standard Expense Center Accounting 
Manual officially replaces the Standard E.x- 
pense Accounting Manual. It represents the 
first major change in traditional department 
and specialty stores in over twenty-five years. 
It evolved out of the need of stores for an 
effective tool to combat the continuous up- 
ward spiral of expenses. 

The approach of the new manual to ex- 
pense control is through productivity meas- 
urement. The newly adopted method enables 
stores to find the cost of doing each indi- 
vidual job. It replaces the traditional “Func- 
tional and Sub-Functional” expense classifi- 
cations with “Expense Centers,” which are 
defined as “principal jobs of work.” It in- 
troduces the concepts of “production unit 
accounting,” which deals with the output per 
man hour and of “relative work load stated 
in terms of $100 of sales.” 


Theory and Method in the Social Sci- 
ences, by Arnold M. Rose. Minne- 
apolis: The University of Minne- 
sota Press, 1954, xii+351 pages. 
$5.00. 


Here is a series of twenty-two essays in 
which an attempt is made to formulate a 
theory of sociology and to state the premises 
and limitations of social research. The mate- 
rial is grouped under five general headings: 
values in social research, contributions of 
sociological theory to other social sciences, 
methodological issues in sociology, and some 
specific techniques of sociological research. 
A chapter on “Voluntary Associations in 
France” completes a unique study of social 
structure. 

Dr. Rose is Professor of Sociology at the 
University of Minnesota and serves as a con- 
sultant to several research organizations. 


Top Management and Research, by 
Philip R. Marvin. Dayton, Ohio: 
Research Press, Inc., 1953, viii+ 
120 pages. $5.00. 


This remarkably concise book sets forth 
clearly top management’s role in administer. 
ing sound, effective, and profitable research, 
It reflects the thinking of top management 
in research administration and provides a 
statement of management’s responsibilities, 
program evaluation criteria, and research 
contracting fundamentals. It places special 
emphasis on the value to top management 
of gearing the research program to corpora- 
tion objectives. 

Dr. Marvin is to be congratulated for 
such an excellent clarification of the role 
of research as a managerial tool. His book 
is “must” reading for top-management 
executives. 

Dr. Marvin is Economist for the American 
Viscose Corporation. 


Shopping Centers 
(Continued from page 87) 
underline the importance of this con- 
sideration. 
As a final illustration of good co- 
operation, Shoppers’ World employs its 
own protective force, making no de- 


mands on the town for protection. In 


conference with local police officials, 
however, it was mutually agreed that 
each member of the Shoppers’ World 
force should first meet all the physical 
and training standards demanded of 
town police. Hence local government 
not only set up qualifying tests but the 
center’s protective employees were sub- 
ject to the town’s certification of ap- 
proval before they could be employed. 
A further step was to have all Shop- 
pers’ World police sworn in as regular 
members of the Framingham police 
force. However, they are on perma- 
nently detached duty with Shoppers’ 
World, and their payroll as well as all 
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other conditions of employment are 
handled by the center management. 

The town of Framingham thus un- 
dertakes no added cost for its citizens 
and has, moreover, an additional 
trained and qualified police group upon 
which it could call in the event of a 
town emergency. As a practical matter, 
Shoppers’ World is also astute ina fur- 
ther respect, here also avoiding any 
conflict with local prerogative on in- 
fringement of local police powers. It 
has ordered its protective :mployees not 
to use other than detaining powers on 
shopping center premises, unless abso- 
lutely necessary. When a suspected 
shoplifter is apprehended, for example, 
Shoppers’ World police detain him (or 
her) but call for the Framingham 
police to come and make the actual 
arrest. This whole approach and work- 
ing arrangement, carried into practice, 
is a persuasive example of the har- 
monious co-operation that can exist 
between the private management of a 
regional shopping center and local gov- 
ernment bodies at various levels. 

The foregoing descriptions have de- 
lineated numerous joint areas in which 
regional center sponsors can, and do, 
collide or co-operate with public off- 
cials. That the public interest—in its 
broadest sense—is best served by a 
mutual give-and-take operation should 
be apparent from the above examples, 
selected from a broad range of prob- 
lems, and each representing a practical 
application based on actual experience. 
These examples make clear that a cen- 
ter sponsor must be prepared to meet 
local officials on their own grounds and, 
to a certain extent, on their own terms. 
For in such a picture it is the shopping 
center developer who is the alien, out- 
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side element—the intruder on home 
grounds. 

As in law and the whole field of 
human relations, the proponent of 
change in established practice must bear 
the brunt of the argument and the 
burden of proof. Thus the center spon- 
sor, or builder, whose investment is 
backed by risk capital, must carefully 
consider whether the local authorities 
with whom he must deal possess the 
technical competence and desire to 
handle his problems. As a further 
safeguard, he will look for some indica- 
tion that petty local politics will not 
intrude to hamper his development ef- 
forts, particularly at the advanced stage 
of construction. Careful preplanning 
will include a thorough assessment of 
the capability and extent of local gov- 
ernment and, above all, some assurance 
of the willingness of both parties to 
investigate problem areas so as to 
negotiate toward a compromise that 
augurs best for the eventual attainment 
of mutual goals. 


Small-Town Monopoly 
(Continued from page 66) 

than that usually held by city dwellers. 
This live-and-let-live attitude probably 
explains in part the lack of price com- 
petition in those retail lines carried by 
two or more Collegeville stores, e.g., 
groceries. If the trading area of the 
town had been sufficiently great to at- 
tract a chain supermarket to College- 
ville, this behavior on the part of gro- 
cery retailers might have changed a 
good deal. The sentiment may also ex- 
plain the willingness of the customers 
to accept prices based on a full, tradi- 
tional markup. 
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4. Lack of legal sanctions. Federal 
and state antitrust laws have not been 
enforced generally against cases of 
local restraints of trade. Although re- 
straint is prevalent there is a great 
variation in degree. It often seems in- 
consequential since prices are not vis- 
ibly too far out of line to the casual 
observer. If the situation is hard to de- 
tect, it would be even more difficult to 
prove; overt collusion and control are 
seldom practiced. 

There are strong limiting factors 
which set a ceiling beyond which prices 
charged by local merchants will not 
rise. These limiting factors are: 

1. Competition from distant trading 
areas. There are probably few small 
trading areas in the United States so 
isolated that the competition of larger, 
distant trading areas is not felt in this 
day of widespread automobile owner- 
ship and good highways. The price 
differences between convenience goods 
in Collegeville and Citytown were pro- 
portionately greater than they were for 
larger unit-cost shopping or specialty 
items. The local merchants know well 
that their customers will weigh the 
price economy of going to Citytown 
for an item or bill of items against the 
effort and expense of making the trip. 
Accordingly, their ability to price above 
the city market must be nicely calcu- 
lated against these imputed and actual 
costs. People will discount the con- 
venience and social approbation of 
dealing with the local merchants if it 
becomes financially unrewarding. This 
is the strongest limiting factor. 

2. Increased value of commercial 
propesties. If the prices charged by the 
local retailers get too high and their 
profits too great, outside enterprisers 
will be attracted to the area. Based on 


expected earnings, it will be worth | 
while for the outsiders to offer high 
rentals for existing properties. Some. | 
one in the business group will give way | 
since social solidarity can stand only a 
limited amount of financial temptation, 
Then the outsiders will offer sufficient 
competition to drive down the prices, 
(Prices were never sufficiently high in 
Collegeville, nor profits so great, as to ¢ 
cause this rise in the value of commer- 
cial property. ) 

3. Growth of the trading area. If 
the population and income of the area 
grow sufficiently the potential volume 
of business will then attract large-scale 
retailers such as supermarkets and _ 
chain drug and variety stores. If ac- 
ceptable commercial properties are not | 
available, such institutions can afford 
to locate in newer areas, perhaps on 
the outskirts of the town. Through 
advertising, low price offers, and park- 
ing facilities, these retail organizations 
can change shopping patterns and break 
the little monopoly rather easily. It 
would all depend on the critical size 
and volume potential of the area. (Col- 
legeville had a relatively stable popula- 
tion and income, never growing beyond 
the point when it would attract such 
institutions. ) 

4. Ethical forces. The prevailing 
ethical sentiment against price cutting 
may also work against price gouging. | 
No merchant in Collegeville wanted his 
fellows to consider him a profiteer. He 
wanted only to make a “fair profit.” 
As the last war indicated, public opin- 
ion can be a strong force to keep the | 
monopolist from charging as high a 
price as he might. This factor may 
exert some force in the case of the | 
local monopoly. 
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What Manufacturers Offer 
Retailers 
(Continued from page 54) 


office. These are handled either by cor- 
respondence recommendations or per- 
sonal visits of our store-planning con- 
sultant.” A similar procedure is used 
by a cutlery manufacturer : 


“Requests from stores and/or 
salesmen for special designs are 
sent to the office and the problem 
then is handled by the designer. 
As he sees fit, the need is met from 
rather solid specifications .. . 
blueprints, floor plans, and so 
forth, or in conjunction with the 
store personnel at the store. Direct 
personal contact is limited as much 
as possible because of costs. Shows 
and combined trips consolidating 
such programs often justify per- 
sonal, direct handling at the store 
with the customers. 


It should be noted here that all of the 
above manufacturers stipulate that they 
allocate a certain percentage of their 
sales promotion budget to the research 
and promotion of store fixtures and 
layout-planning services. 

From the replies received to the 
mailed questionnaire, it appears that 
respondent manufacturers devote twice 
as much time and money to the further- 
ance of fixtures as they do toward 
store-planning services. Their reasons 
for emphasis on fixtures rather than 
layout planning would seem to be their 
desire to present and promote their 
products, leaving the layout-planning 
details to the retailer himself. Asa fol- 
low-up, a comparative study of the 
other side of the picture—the retailer’s 
appraisal of the fixtures and layout plan- 
ning made available by manufacturers 
—might weil be designated for future 
surveys by researchers in retailing. 
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A Neglected Market 
(Continued from page 72) 


There are plenty of model diets 
for the elderly, but nobody seems 
to know what they actually eat. 
One writer hazards a guess that 
the elements most likely to be 
undersupplied in diets selected 
spontaneously are protein, iron, 
and calcium. The same authority 
says older people should eat 
smaller quantities at a sitting but 
more frequently. He admits that 
the older you get the more indi- 
vidual your requirements are likely 
to be. How hard it is to generalize 
is illustrated by the example of 
milk: there seems to be a point of 
no return beyond which old bones 
can no longer derive calcium from 
milk unless it has been part of the 
diet all through life. 


Meanwhile, Gerber Products, makers 
of baby foods, reported a growing 
market among older folks for its pre- 
cooked and packaged dishes because of 
their nutritional value. Beech-Nut 
Packing Company mentioned its food 
products contain values designed to 
stimulate elderly appetites. Standard 
Factors Corporation, New York finan- 
cial organization, said this in a study: 
“One medium-size manufacturer of dog 
food, apprized by market research that 
many aged people had dog or cat pets, 
‘slanted’ his advertising appeals to at- 
tract such customers ; his sales showed 
a surprising (and gratifying) in- 
crease.” A glance at the publications 
edited exclusively for the mature mar- 
ket shows that food-processing firms 
advertise extensively to the mature 
market through these magazines. 

On the other hand, pharmaceutical 
firms realize that the mature market in 
most instances is the backbone of their 





